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FEDERAL SUPPLY MANAGEMENT 
(Implementation of Military Supply Regulations) 


WEDNESDAY, DECEMBER 3, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Execurive DEPARTMENTS,! 
Washington, dD. C. 

The subcommittee met at 2 p. m., pursuant to call, in room 291, 
Old House Office Building, Hon. Herbert C. Bonner presiding. 

Present : Representatives Bonner, Hoffman, Curtis, and Meader. 

Staff members present: Thomas A. Kennedy, general counsel; Ray 
Ward, subcommittee staff director ; and Herbert Roback, staff director, 
Reorganization Subcommittee. 

Mr. Bonner. The subcommittee will come to order. We have with 
us this afternoon Mr. William C. Foster, Deputy Secretary of De- 
fense, who is speaking for Secretary Lovett. We are very happy to 
have you with us, Mr. Foster, and believe that this is the first time 
you have honored the subcommittee with your presence. 

As indicated in my letter of November 18, 1952, to Secretary Lovett, 
this subcommittee has been greatly concerned with the broad subject 
of military supply management during the past 2 years. This is the 
field where most of our defense dollars are spent. It is also a field of 
great overlapping, duplication and waste within and between the 
services. It is also the program that is chewing up our diminishing 
resources at a rapid rate | aAVINeE for the future less than we have at 
the present. While progress has been made _ the eroundwork laid 
for further progress, we believe now is the time to wind up the affairs 
of the subcommittee by finding out ape ifically what has been accom- 
plished under section 638, the O’Mahoney amendment to the Depart- 
ment of Defense Appropriation Act, 1953, and what the added plans 
and recommendations may be of the Office of the Secretary of Defense, 
the Secretaries of the services, and the Chairman of the Munitions 
Board. 

For the record, I would like to say that the subcommittee members 
have been responsible for sponsoring appropriation cuts and making 
recovery from surplus property and other sources in the approxim: ite 
amount of $400 million. In addition, recommendations were made to 
the House Appropriations Subcommittee which assisted, at least, in 
making an approximate 10 percent reduction in the over-all Depart- 
ment of Defense budget. 


1 Name changed to Committee on Government Operations, July 4, 1952 
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That is, I refer to the time this subcommittee appeared before the 
appropriate subcommittee of the Appropriations Committee. 

Of much greater value to my mind, however, has been the fact that 
some important basic actions have been instituted as a result of sub- 
committee proddings. Some of these are a new Munitions Board 
Charter, the Medical Supply Test at Alameda, Armed Services 
‘Text le and Apparel Procure ment Agency, and the hew Armed Serv- 
ices Procurement Regulation Conference set up. We all know that an 
eflicient and economical Departinent ot Defense supply system must 
come from intelligent organization, staffing, regulations, and proce- 
dures. Meat-ax cuts are often not applied to fat but to the sinew. 
There never was a time in the history of the country when we needed to 
be as strong as we do today to back up our national and international 
commitments. This subcommittee wants to strengthen—not weaken 
our defenses. But we are convinced that the present supply system 
is duplicative, wasteful and inefficient. 


H. R. 8180 INTRODUCED 


It is for this reason that we came to the conclusion that corrective 
legislation, organization, and regulations were needed as soon as 
possible. I introduced a bill, H. R. 8130, in the last session of Congress 
which would provide for an Under Secretary of Defense for Supply 
and certain other basic changes. 

(H. R. 8130 follows: ) 


[H. R. 8130, 82d Cong., 2d sess.] 
A BILL To promote economy and efficiency through certain reorganizations and the 
integration of supply and service activities within and among the military departments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the National Security Act of 1947, as 
amended, is further amended by inserting at the end thereof the following new 
title 

“TITLE V 
“PROMOTION OF ECONOMY AND EFFICIENCY THROUGH CERTAIN 
REORGANIZATIONS AND INTEGRATION OF SUPPLY AND SERVICE 
ACTIVITIES WITHIN AND AMONG THE MILITARY DEPARTMENTS 


“UNDER SECRETARY OF DEFENSE 


“Sec. 501. (a) There shall be in the Department of Defense an Under Secretary 
of Defense, who shall be appointed from civilian life by the President, by and 
with the advice and consent of the Senate: Provided, That a person who has 
within ten years been on active duty as a commissioned officer in a Regular 
component of the armed services shall not be eligible for appointment as Under 
Secretary of Defense. The Under Secretary shall take precedence in the 
Department next after the Deputy Secretary of Defense. 

“(b) The Under Secretary of Defense shall receive basic compensation at 
the rate of $19,000 per annum. 


“SUPPLY MANAGEMENT 


“Sec. 502. (a) The Under Secretary of Defense shall advise and assist the 
Secretary of Defense in preparation and execution of a comprehensive program 
to integrate supply and service activities within and among the military depart- 
ments, and shall perform such other duties as are prescribed by this title. 

‘(b) Subject to the authority, direction, and control of the Secretary of 
Defense, the Under Secretary shall— 
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“(1) develop standardized procedures and forms for supply and service 
functions ; 
“(2) eliminate duplication and overlapping within and among the supply 


activities of the military departments in the fields of production, procure 
ment, warehousing, and distribution ; 








“(3) establish and operate depots for common items and other common 
supply and service installations throughout the United States; 

“(4) develop un fied logistics organizations overseas ; 

“(5) establish and operate a program to systematize scrap recovery, 
redistribution of excess materials, and surplus disposal, and coordinate such 
program within the Department of Defense and those o ther depart 
ments and agencies of the Governme having responsib s in th 
fields ; and 

“(6) develop plans for recruitment and training of a professional corp 
of supply personnel within the Departn of Defense 

RANSFI ( I VNCTIONS 
“Sec. 503. (a) There are hereby transferred to the Secretary of Defense— 


“(1) all functions with respect to supply, including production, procure- 
ment, warehousing, and distribution, which are now or may hereafter be 
vested by law in any office, officer, board, bureau, service, commission, mili 
tary department, or other organizational unit in or under any of the military 
departments ; 

“(2) all functions of the Munitions Board created by section 213 of this 
Act, as amended ; and 

“(3) all functions of the Joint Chiefs of Staff created by section 211 of 
this Act, as amended, with respect to procurement, production, warehousing, 
and distribution of supplies, including the duty of assigning logistic re 

sponsibilities to the military services. 
“(b) Except as may be otherwise permitted under regulations issued pursuant 
to section 504 (c) of this title, the Secretary of Defense shall exercise the fune- 
tions conveyed upon him by this title through the Under Secretary of Defense. 


““APPROPRIATIONS FOR SUPPLY MANAGEMENT 


“Src. 504. (a) There are authorized to be appropriated to the Department 
of Defense such sums as may be necessary to carry out the provisions of this title, 
including the carrying out of functions transferred to the Secretary of Defense 
by this title. 

“(b) During the fiscal year in which this title is enacted and for two fiseal 
years thereafter, the Secretary of Defense is authorized (1) to establish, under 
the jurisdiction of the Under Secretary of Defense, such new appropriation 
account or accounts as may be necessary to carry out the purposes of this title, 
and (2), with the approval of the President, to transfer to such new account 
or accounts such sums as may be necessary therefor from appropriations avail- 
able to the military departments and other agencies of the Department of De- 
fense for carrying out logistic, supply, and service functions: Provided, That no 
funds transferred pursuant to this authority shall be available for any purposes 
other than those specified in the Act appropriating such funds, and no funds so 
transferred shall be available for any period beyond that provided by the Act 
appropriating such funds, 

“(c) After the effective date of this section, and notwithstanding any other 
provision of law, no funds shall be obligated by any military department, ageney, 
or officer in or under the Department of Defense, except the Under Secretary of 
Defense, to carry out any function transferred to the Secretary of Defense by 
this title: Provided, That the Under Secretary of Defense, with the approval of 
the Secretary of Defense, may issue regulations assigning responsibility for the 
performance of any such function to any military department or other agency or 
organizational unit in or under the Department of Defense, and the prohibition 
of this section shall not apply to the obligation of funds to carry out any function 
so assigned. Any such regulation shall be published in the Federal Register and 
a copy thereof shall be furnished to the General Accounting Office, and the ap 
propriate committees of the Congress. 
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SUPPLY I I 
“Sec. 505. (a) The Secretary of Defense is authorized and directed to transfer 
from the ilitary departments and other agencies of the Department of Defense 
to the I der Secreta of Defer Such Civil I nel nme s may e necessary to 
earry The I pe ses oO! 

I rhe Seeretary of Defe uthorized a rected to detail to the 
Unde ecret of Defense su mn ivy pel lay be necessary to carry 
oO ( pose ol IS title 

ABOLITION OF Ll RD 





The M tior I he pos n of Cha in thereof, created 
I é D « s A . d \ hereby ab hed, and such personnel 
and f if the Bonrd as the S ‘ ry of Defer hall etermine to be ne 
‘ the purpose ‘ s tl he 1 ferred to the Under 
me ( ( Vetens¢ 
EFFECTIN YATES 
» 07 ) Seetions 505 nd SOF « ( Lilie i Ihe ¢ ( yn t \ 
t I ‘ e of ¢ ( I IsvsA 
} ixcept as provide in subsecti i), the provisions of iis ‘ I 
tak on the date of enact th \ 
i Ss TO S 
ms (ai) In il ‘ to Olul I rt eU ] b s Act Lii¢ eC 
} Defense shall sul i to the Cx rive I to the Pre lent 
f t progress 1 | Depa Defense it ‘ on 
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( » the repr ( 1 } l ect n ), the Necre ry oO 
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esident a special report w res t to e progress ide by the Under 
Secretary of Defense in developing plans for recruitment and training of a pro 
f ! corps of supply personne ithin tl of Defense, as re 
q d by subsection 502 (b) (6) of this title, a uch recommenda 
tions as he may deem appropriate fo ny further legislation necessary to permit 
the functioning of such a corps on a permanent basis 


“REPEALING AND SAVING PROVISIONS 


Sec. 509. All laws, order stent with the provisions 





of this title are repealed insofar t with the powe es 

nd responsibilities enacted het le pow? duties, and re 
sponsibilities of the Secretary of tle shall be administered 
in « ince with the policy inistration of budgetary 
i fi 1 and supply managen ation matters in the Gov 
ern t gene inclu ead reporting, and that noth- 
ing in this title shall be construed as eliminating or modifying the powers, duties, 
i I ‘ icer of the Govern 
ment ( agency, or officer 
Ss exer manner that will 
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O MAHONEY AMENDMENT’ 


\ you ka ow, action Was not taken on that bill in the House but the 
Senate committee under the wise chairmanship of Senator O’Mahoney 
incorporated a considerable part of the bill into what 1s now known as 
the O'Mahoney amendment to the Department of Defense Appropri- 
ation Act, 1953. The staff of this subcommittee worked with the 
Senate committee staff in developing the amendment and the Senate 
report W hich, to my mind, is ot considerable slonificance. 
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For the benefit of the record, I want to read at this time the so- 
called O’Mahoney amendmen nt and the Senate re port the reon entitled, 
“Integrated Supply System.” This is section 638: 

(a) Notwithstanding any other provision of law and for the purpose of achiev- 
ing an efficient, economical and practical operation of an integrated supply 
system designed to meet the needs of the military departments without dupli- 
cating or overlapping of either operations or functions, no officer or agency in 
or under the Department of Defense, after the effective date of this section, 
shall obligate any funds for procurement, production, warehousing, distribution 
of supplies or equipment or related supply management functions, except in 
accordance with regulations issued by the Secretary of Defense. 


(b) This section shall be effective 60 days after the approval of this act. 


SENATE REPORT ON O MAHONEY \MENDMENT 


Page 9 of the report (Calendar No. 1789) Report No. 1861 on the 
Department a Defense appropriation bill for 1953, reads as follows: 
IN GRATED ST PLY SYS M 


The committee believes that great savings can be made by improved integra- 


tion and management of the military supply system. To this end it recommends 
addition of section 636 (638) to the bill, imposing a direct and specific duty on 
the Secretary of Defense to achieve such improvement at an early date 

It is recognized that all the desirable changes cannot be accomplished in the 
60-day period within which regulations must be issued However, it is antici- 
pated that, within that period, new interim regulations can be ot ulgated 
which will state the general principles to be followed, effect certain of the more 


obvious improvements, and assure that no addtional independent or gpescechon rs 


supply facilities are created during development of the de tive regulations 

When the next Congress convenes the Department 
a program, based upon regulations in effect, wl W speedily eliminate the 
duplications and “historical accidents” that recur and exist in the present system 


of procurement, warehousing, and issue of supplies and equipment 





Under the new system, it should be impossible for two competing facilities 
to be set up (or to continue to exist) in the same area for the same purpose as 
determined by the Secretary of Defense Service facilities for maintenance of 
equipment such as motor shops, laundries, ete., should be integrated to serve 
all departmental requil calor. in the area. Special attention should be given 
to the procurement, production, distribution, warehousing, maintenance, and 


issue of common-use items such as clothing, food, medical supplies, and bui d ng 
materials, to minimize stocks, handling, transportation, and related supply 
management activities Wherever possible such items and the method of 


handling them will be made uniform throughout t Department of Defense 
to facilitate such integration. Where different stock levels exist in various 
parts of the Department, it is expected that the lowest level will be applied to 
the whole Department in the absence of a compelli istification for ecial 


treatment, which justification will be made to the appropriate committees of the 
Congress. 

It is recognized that the administration of the program outlined above will 
require some changes in the organization and staffing of parts of the Depart 
ment of Defense, including the office of the Secretary of Defense. To the extent 
possible under existing laws this should be done within the powers and personnel 
ceilings presently available to the Secretary of Defense, and it is expected that 
necessary action will be taken immediately so that the program can be insti- 
tuted without delay. Emphasis should also be placed on civilian personnel in 
this interservice—cross-the-board—work of the business organization of the 
Department since they can provide continuity and can approach these problems 
unencumbered by loyalty to the traditions and practices of one particular corps 
or service. 

Mr. Secret: ry, I presume you have a pre pared statement, and it is 
my hope you will deal with accomplishments that have been made 
pursuant to the regulations required by the act—that you will point 
to things that have been done rather than to prospective plans which 
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may bear fruit or be forgotten in the lone distant future. Our need 
for defense is now. Our needs for economy and tax reductions are 
now. I also hope that you will tell of your added plans and recom 
mendations, and that you will discuss the program required by the 
O’M thoney amendment and the report thereon. 

You may proceed, Mr. Secretary. 


STATEMENT OF HON. WILLIAM C. FOSTER, DEPUTY SECRETARY OF 
DEFENSE; ACCOMPANIED BY CHARLES A. COOLIDGE, ASSISTANT 
SECRETARY OF DEFENSE; ROGER KENT, GENERAL COUNSEL; AND 
LYLE GARLOCK, DEPUTY COMPTROLLER 


BASIL AGREEMENT WITIL SUBCOMMITTEI 


Mr. Foster. Thank you, Mr. Chairman. I have a brief statement 
\ ch meet some of those specifications which you outlined Wy yout 

tement, and Im GHEE say that most ol your statement lam in -ntire 
vccord with. I think that if there are differences they are of degree, 
and perhaps based on an approac h which was sometimes not quite as 
raplad as you would like to see it, but it is our belief that change of 
pace may be justified by other considerations which I will attempt to 
outline. 

It J may read this, Mr. ( hairman, Il shall be happy to answer 
questions. 

Your letter of November 18 states that you wish to hear what has 
been accomplished under the regulations issued pursuant to section 
638 of the Defense Appropriation Act, 1953 (the so-called O’Mahoney 
amendment) and what our future plans are. 

You will remember that Mr. Lovett wrote you on November 7 out- 
lining briefly our theory behind Department of Defense Directive 
1000.8, dated September 5. With your permission I would like to 
expand on what he said in that letter, and then outline what has 
happened since the date of that letter. 


IMPLEMENTING SECTION 638 


As soon as section 638 became law, we gave careful consideration 
as to how it should be implemented. Our objective was to devise a 
procedure which would make the maximum progress possible without 
upsetting our complicated procurement machinery. Mr. Lovett ex- 
pressed the thought to his staff in a homely way when he said we should 
not take out the appendix of a man while he was carrying our trunk 
upstairs. 

We decided that we could and should go ahead with a definitive, 
long-range program immediately, without taking advantage of the 
device of “interim” regulations suggested in the report of the Senate 
Committee on Appropriations. ‘This we thought desirable because 
regulations which carry the description of “interim” discourage 
prompt compliance. It is only human that harassed procurement 
officers should say to themselves, “Let’s wait until the permanent ones 


come out.” 
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OPPORTUNITY TO IMPROVE SUPPLY SYSTEM 


We saw in section 638 an opportunity to eliminate the principal 
faults in the military supply system, and with the realization that our 
objectives could only be obtained by a long-range plan, we decided to 


start on the plan and not wait to present it to Congress as suggested 
by the committee’s report. 

We therefore spent a great deal of time and effort in formutating 
general principles which we thought, and still think, constitute an 
acceptable definitive program. These principles are embodied in 
he Basie Regulations, so-called, set forth in Directive 4000.8 issued on 
Septem! Br dD. They re present the best think oy we have the Office 


ol the recretary ot Defense. in the | olhit OL comments hy ie Three 
services, and, I must add, in the heht of the @© ticism and suggestions 
of this and oth e 


lr 
We recognize t 


congressional committees. 


hat the Basic Regulations must be supplemented and 
otherwise sons from time to time. Our pla s to eXpand ana 
modify them as experience brines to heht dditional matters We 
believe that we are well on our Way toward i iplem 1e ntat on of the 
present Basic Regulations and that they form an accept ible basis on 


which to proceed. 

I have used the word “acceptable” in refer & to the Basie Recula- 
tions. That is because I had rather your official record contain an 
understatement than an overstatement. But if I might be permitted a 
personal word I would say that in my opinion the Basic Regulations 
are a comprehensive and far reaching set of pr rinciples for sound 
guidance in the supply management field and do constitute a notewor- 
thy achievement. So in my opinion the Basic Regulations are more 
than acceptable; they are first rate. 


TEST OF REGULATIONS IS IN APPLICATION 


I readily admit, however. that. eood as the Basi » Re oy} tlations are, 
as you have said in your remarks, sir, the acid test is putting them 
into effect. As Mr. Lovett’s letter of November 7 implies, and as the 
Appropriations Committee contemplated, the Basic Regulations are 
not self-executing; they require further action which will frequently 
take the form of directives prescribing definite and fairly detailed 
action. 

We decided that it would be disastrous if we should immediately 
issue a large number of directives in an endeavor to effectuate all the 
Basic Regulations simultaneously, and decided that we must proceed 
on a selective basis. Bearing on this choice was the fact that we had 
decided to make sure that regulations down the line would carry out 
top directives, and so had required in Directive 4000.8 that regulations 
down to the Technical Service level (or equivalent) must be submitted 
to the Secret: ary’ s office to make sure that they reflected the substance 
of directives implementing — Basic Re cage - 1ons. 

That requirement created a real danger that both the three services 
and OSD would be flooded by he detaile 1 work which prior approval 
of changes in regulations would entail if we procee ded «i to carry out all 
ora large number ot the Basic Re culations simultan 1eously. 


26665—53——_2 
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ELEVEN BASIC REGULATIONS SELECTED FOR APPLICATION 





We therefore decided to select a limited number of Basic Regula 
tions to be carried out on a priority basis. After obtaining the views 
ot the three services and of the interested officers of OSD, we selected 


lL] Ba ( I oulat ONS. ‘| he selection was based on reoulations which 
st 1mportant al d which lent themselves readily to simp le 
plementation. The 11 Basie Regulations selected are listed in De 


partment of Detense Directive LOOO. 10, which is included in the docu 
{ I will ubr iit to the committee when I have completed this 


1 ent 
REQUIREMENTS ANALYSIS AND REVIEW BOARD 
\s Mr. Lovett indicated in his letter of November 7, we were 
pleuse to find that all three services included in their choice tor 
priority implementation section III-J of the Basic Regulations, which 
for setting up a requirements analysis and review board within 
eH ervice, | regard this as an absolute essential to lmiprovement 


oul ipply system. 
November 7 letter referred to the fact that mechanical defects 


id arlsel I believe that these have been remedied. They stemmed 
| fact that the field of supply covered by section 638 and the 
B Reoulations is only a part ‘of the whole field, namely the part 

deals with improving the supply system. Other regulations 
cit \ th purely mech nical matters or comphance with other statutes, 
ssmall business 

In order that regulation n the hands of procurement personne! 

ld not be artificially split into segments, it is necessary that 
numero OSD directives and re ulate ns of the services cover in the 


yece of paper matters v hich implement the Basic Regulations 

l matters which do not. It proved impracticable to segregate the 

two, and seore vation had no slonificance so long as all directives and 

egulations which deal with matters covered by the Basie Regulations 
comply with them. 


Since the distinctive numbering and subtitling required this imprae- 

il segregation, it was decided to eliminate them. We therefore re 

pub ed Directive 4000.8 on November 17 in order to clarify this 
{ ition 


In the republished Directive 4000.8 we also added flexibility in the 
provisions requiring prior approval of changes in the service regula 
tions, by giving discretion in the OSD officer issuing implementing 
directives to prescribe some other effective means ot insuring com- 
p! ance where prior approval was not considered necessary. Mr. 
Small in his appearance before you can give you the details on this 
matter. 

One further, and I think important, improvement was made in the 
‘bit blished Directive 4000.8. Under the original directive the serv- 

had to wait until an OSD directive implementing each portion 
of the Basic Regulations was issued before they could amend their own 
regulations to carry out the Basie Regulations. We were therefore 
failing to take advantage of a genuine interest on the part of the 
services to bring their own regulations in line with the Basic Regula- 
tions. ‘The republished directive seeks to take advantage of this 
interest and authorizes the services to proceed on their own initiative 
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to conform their regulations, so long as they submit the changes they 
make in their own regulations to the appropriate OSD officer for 
approval. 

REPUBLISHED DIRECTIVE 4000.8 


The republished Dive ( tive LOOO.S made ho ehat ves wh itever | the 
] 


Basic Regulations themselves. It, and my memorandum to the three 
service secretaries expla ning the reasons for the changes I have just 





outlined, are also among the documents I will leave wi 


(The memorandum referred to follows:) 


»cotmmittee., 


Memorandum for The Secretary of the Army 
The Secretary of the Navy 
The Secretary of the Air Force 
Subject: Explanation of Republished Department of Defense Directive 4000.8 





The changes from the original DoD Directive 4000.8 effected by the republished 





Directive 4000.8 are confined to the relationship of the Basie Regulations to other 
Dol supply directives and to improvements in the nies for plementation 
No change has been made in the Ba Regulation emselves. The following 
may be helpful in unde anding the changes and the reasons therefor 
l. Relation hip of Basie R ulation f yt Dop j etires 

Neither the B e Regu ! ( n 638 0 Dold) Appropriation Act, 
1) ‘ he ¢ ( eld of ! \ ce ( fit es i I ad gned 
to achieve an efficient and prac ll operat n of nteg ed Iippiv system. 
There are, and will be, other directives which other ( ffect the field of sup 
ply—those issued to meet other requirements or to com] vil vecific statutory 
provisions (small business, e If the language in the original directive 
validating existing regulations were not kept carefu mind, section II in the 
original directive could have been interpreted to forbid the obligation of funds 
except where actions were specit vy covered | e Bas Reg itions and 
directives which implemented them Such nterpretation lid have cast 
doubt on the obli l ds ] sua ad \ | n the field 
of supply not covered by the Basic Regulations Che republished directive clari 
fies the intent of the original directive, that funds 1 v be obligated so ng as 
the Basic Regulations, plementing directives, and other directives designed to 
improve the supply system, are not violated 

No clear line of demarcation can be drawn in many nstances between diree 
tives or portions of a directive which touch on the field covered by section 638 
(including the Basic Regulations) and those which do not touch on that field. 
Hence the MSSR title and numbering system have been dropped. Whether or 
not the penalty pre led by se ion 638 applies to the whole or a part of eacl 
directive will therefore depend on the proper legal interpretation of the scope of 
that section, and not on the number or title which the directive beat 


Vechanics for implementat 





The original directive carried only one method of insuring compliance, namely, 
prior approval by an OSD officer of changes he regulations, ete., « he mili 
tary departments It further required that that method be prescribed only in 
OSD directives implementing the Basic Regulations. The republished directive 
provides a more elastic method of permitting OSD offi ssuing a ¢ ‘ 
to prescribe effective methods of insuring compliance other than prior approval! 
But, since it is no longer necessary (as pointed out a e) for issuing officers to 
distinguish between directives which implement the B ec Regulations and diree 
tives which do not, it is necessary that the new provisions for insuring compliance 
apply to all OSD directives in the field of sup] 

The republished directive furthe is intended to encourage and to provide 


mechanics to enable, the military departments to proceed on their own initiative 
to implement the Basic Regulations or otherwise to improve the supply system, 
without waiting for OSD directives implementing the Basic Regulations to he 
issued. The republished directive also clarifies the language preserving existing 
regulations, ete., to make it clear that those issued after September 8 are valid 
provided they are not inconsistent with OSD directives 
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I eved that the changes made by the republished directive will permit 


| orderly, progress in achieving improvements in the military supply 





/ 


Wirtram C. Foster, Deputy 
I have been talking a lot about directives because they are an impor- 
tant i thod of carry rout the Basi Reoulations and bee tuse they 
a } ( If nm heal il 1 iblems But I wish to make it clear 
{ ( ( ( Basic Regulations is not confined to 
a 
() O \ f not greater importance re the day-to 
( ( Vv cirective The preparat of the 
! } ( t eXalp In the 1954 budwet of t LD 
Det ere ere literally hundreds of de } mad 
mference table which eithe directly carried out one o 
more of the Bas S Reoulations or carried out their general Intent. 
\nother such example would see the results of an exhaustive study 
es of conferences Involving substantial reduction of stock levels 
put into effect by a telephone call from the Assistant Secretary of 
M e (¢ omptroller ) to one of the services. 


PPLICATION OF REGULATIONS MADE CUT OF $179,000,000 


for another instance, [ would like to point to a cut of 18 percent 
made in the Army s request for 214-ton tactical trucks—“the work 


horse of the Army.” The cut amounted to 28.990 trucks costing 
S179.000,000 This decision is an example of action called for by 
paragraph iT]—H-1 of Department of Defense Directive 4000.8, in- 
cluding that portion of the paragraph which reads as follows: 


Maximum feasible reliance will be placed on continuing expansible production 
rather than on the accumulation of reserve stocks of end items. 

The Armed Services Procurement Regulation has been adopted as 

a regulation of the Department of Defense, and amendments and 

modifications to the regulation will hereafter be issued by the Chair- 

man of the Munitions Board. This move, which has been contem- 

plated for some time, was accomplished by a directive dated December 
1,1952. That was Monday of this week. 
(The reoulation referred to follows :) 

L December 1952 

No. 4105.30 


DEPARTMENT OF DEFENSE DIRECTIVI 
Sul t Armed Services Procurement Regulation 
I. PURPOSE 


The purpose of this directive is to provide for the adoption of the Armed 
Services Procurement Regulation as part of the directive system of the Secretary 


Il. ISSUANCE OF ik ARMED SERVICES PROCUREMENT REGULATION 
date, the Armed Services Procurement Regulation is adopted as 
1 regu on of the Department of Defense. Amendments and modifications to 


the reg tion hereafter will be issued by the Chairman of the Munitions Board. 


IIf. DEVIATIONS 


Ir h time as section I of the Armed Services Procurement Regulation is 
rman of the Munitions Board, reports of deviations from 








aetna 
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the regulation provided for in paragraph 1-108 shall be submitted to the Chair- 
man of the Munitions Board as well as to the departments other than that 
department authorizing the deviation. 
WILLIAM C. FOSTER, 
Deputy Secretary of Defense. 

The regulation covers areas both within and outside the scope of 
section 638 and Department of Defense Directive 4000.8 and for that 
reason it could not be adopted in its entirety as a part of the Military 
Sup ply System Regulations until after modific ation of the original 
directive which was issued on Se ptember 5. 


ARMED SERVICES PROCUREMENT REGULATION 


The Armed Services Procurement Regulation is the result of months 
and years of hard work and study, and in my opinion it will become 
increasingly important as the basic Defense Department procurement 
regulation. We willstill have an Armed Services Procurement Regu- 
lation Committee of procurement specialists from the services and 
service representation on the Munitions Board, but the Chairman of 
the Board will be able to make changes and additions to the regulation 
when he considers them desirable. 


REVIEW OF CONSTRUCTION PROJECTS 


Mr. Frank R. Creedon, the eee of Installations, has made a 
number of decisions approving or disapproving projects involving 
construction of warehouses, seine shops, laundries, factories, and 
other types of facilities in the commercial and industrial field which 
have been submitted to him by the military departments. 

In deciding whether or not to approve the projects, he requires the 
departments to submit documented justification in the form of infor- 
mation concerning their unsuccessful efforts to meet their needs from 
private sources. He also checks with the Office of Civilian Require- 
ments, NPA, and trade associations to verify the inability of private 
commerce ial sources to furnish the desired service. He also checks 
with the Munitions Board and the other military departments to see 


if there are other Department of Defense facilities which could meet 
REDUCTION IN AUNDRIES 


the required needs. One of the departments submitted a request for 
permission to establish 10 laundries. After investigation, the request 
for permission as to five such laundries was withdrawn, and so far 
only three of the remaining five have been approved. 

Mr. Creedon’s investigation of existing facilities, both private and 
military, and his decisions on requests directly and effectively carry 
out paragraph I1I-B-2 of Department of Defense Directive 4000.8 
without the issuance of any formal directive. 


MILITARY TRAFFIC SERVICI 


The Military Traflic Service Director expects that he will be able 
to substant lally complete the program of carrying out the Basic Revcu- 
lations in his field by the first of the year, including reviewing regula- 
tions, procedures, and instructions of the military departments. 
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Among the documents which I will leave with your committee are a 
report, schedule of progress, and a list and compilation of directives 
in this field. 


SUBSISTENCE CATALOG ISSUED 


An installment of the Federal Supply Catalog covering Subsistence 
was issued during November. I am leaving a copy with | you and call 
your attention to the introduction for a detailed desc ription of the 
system employed and the items covered. 

The catalog is on file with the committee. 

I think the above high lights, and the directives and memoranda I 
will leave with the committee, plus the testimony by the three service 
representatives and by Mr. Small, will give you full information on 
the detailed actions taken under the various sections of the basic 
regulations. 

REQUIREMENTS REVIEW 


Responsibility for action under paragraph J covering analysis and 
review of requirements was retained by the Secretary. “As a first step 
we obtained the suggestions of the three services, and after careful 
study I issued a memorandum dated November 28 which prescribes 
in some detail how an office of analysis and review shall be set up in 
each military department, under a director responsible directly to the 
departmental Secret ry. 

The salient feature is the direct responsibility of the director to his 
Secretary. Without weakening that, provision is made for the Direc- 
tor’s staff to keep subdivisions of the department informed so that 
corrective action on their part will be encouraged, without waiting for 
action by the departmental Secretary. 

We have high hopes that these boards will solve many of our diffi- 
culties at their roots. I will leave a copy of this memorandum with 
the subcommittee. 

(The memorandum referred to follows :) 

THe SECRETARY OF DEFENSE, 
Washington, November 28, 1952. 
Memorandum for The Secretary of the Army. 
The Secretary of the “ avy. 
The Secretary of the Air Force. 

Subject: Establishment of offices in each of the military departments for the 
analysis and review of requirements for manpower, matériel, materials, and 
facilities 
The tentative proposals submitted by you in response to my memorandum of 

October 17, 1952, for the establishment of an office or agency for the analysis 

and review of requirements for manpower, matériel, materials, and facilities, 

have been reviewed. 


The original intent of paragraph ITI—J of DOD Directive 4000.8 was to estab 
lish an organizational unit which would be responsible directly to the depart- 
mental Secretary for conducting an independent and objective review of de- 
partmental assumptions, plans, and guidelines as they affect the requirements 
for manpower, matériel, materials, and facilities, for the purpose of assuring 


the various programs are in balance and properly phased and that stated re- 
quirements are valid and reasonable, both for the carrying on of operating plans 
and, where applicable, prior to the submission of a statement of such require- 
ments to the Secretary of Defense for approval. It was considered that, while 
this unit is to be responsible directly to the departmental Secretary, the data 
assembled by its staff and the views of its staff will be helpful to, and should be 
made available to boards and councils within its department and to personnel 
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having command or management responsibilities in related fields for the initia- 
tion of constructive action by them. Accordingly, it is requested that each of 
you prepare the instructions required within your department to establish an 
office of analysis and review. Such instructions shall provide: 

1. That the office shall be designated as the “Office of Analysis and Review.” 

2. That the head of such office shall be a civilian with the title of “Director.” 

3. That the Director shall have not more than three Deputy Directors to assure 
adequate coverage of the fields of assumptions, plans, guidelines, and the require- 
ments for matériel and materials, facilities or installations, and manpower or 
personnel generated thereby as well as the methods and systems of developing 
statements of requirements. The Deputy Directors shall also be civilians. 

4. That the Director shall report, and be directly responsible, to the Secretary 
of your military department, although day-to-day supervision of the Office of 
Analysis and Review may be assigned to the Under Secretary or an Assistant 
Secretary. 

5. That data from time to time assembled by the staff of the Office of Analysis 
and Review, and the views of the staff, shall be available to the interested boards 
and councils within your military department and to personnel having command 
or management responsibilities in related fields, in order that they may initiate 
constructive action without waiting for instructions from the departmental 
Secretary. 

6. That the Director or his designated representative shall be authorized to 
attend meetings of any organizational elements of your military department 
which are involved in any phase of the development and review of requirements 
for manpower, matériel, materials, and facilities, such as budget advisory com- 
mittees, program advisory committees, general planning group, financial policy 
committees, installation boards, material requirements review panels, ete. 

7. That the Director and the staff are authorized and expected to request and 
receive all information, data, advice, and assistance from any and all organiza 
tional elements within your military department at any time deemed necessary by 
the Director for carrying out his assigned functions. 

8. That the Director and the staff shall not exercise command or operating 
authority, and the establishment of the Office of Analysis and Review shall not 
relieve any other organization elements within your military department of their 
assigned responsibilities 

9. That closely coordinated working relationships shall be established and 
maintained between the Office of Analysis and Review and the boards, staffs, and 
agencies of the Office of the Se: retary ol Defense 

Since the responsibilities of the Office of Analysis and Review within each 
military department are identical the following statement of mission and fune 
tions shall be included in your instructions : 

Vission.—The Office of Analysis and Review is responsible to the Secretary 
of the Army, Navy, or Air Force, who is in turn directly responsible to the 
Secretary of Defense, for the analysis and review of departmental assumptions 
and operational plans upon which requirements are premised and thie nalvsis 
and review of their translation into requirements for manpowe materiel, mate- 
rials, and facilities, and for assuring the departmental Secretary that there 
is proper balance and correlation among prog! s and that statements of 


requirements are valid and reasonable 








Functions.—Specitically, the Office of Analysis and Review shall 

1. Review and analyze the departmental assumptions, operating plans, guide 
lines, and other pertinent data on which requirements are premised, and their 
translation into specific requirements, assumptions, and data. 

2. Review and analyze stated requirements for manpowe matériel. materials, 
and facilities, including those for foreign aid, as they relate to current and 
future operating and mobilization programs, and in the ght of all pertinent 
considerations which affect or determine requirements 


8. Review and evaluate the methods and systems utilized for the computation 
of all types of requirements. 

4. Based on the reviews and analyses set forth above, make recommendations 
from time to time as appropriate to the Secretary of the Army, Navy, or Air 
Force for any corrective or other actions necessary to assure proper balance 
among programs and validity and reasonableness of requirements. 

5. Perform such other analysis functions as may be prescribed by the Secretary 
of the Army, Navy, or Air Force. 

The positions of Directors and Deputy Directors for the Offices of Analysis 
and Review should be allocated supergrades, and I will support your efforts to 
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obtain supergrades for these positions. However, no delay shall occur in the 
establishment of these offices pending the allocation of supergrades. The staffs 
should be kept at a minimum with emphasis on quality. 

It is requested that copies of your implementing instructions be submitted 
for final approval not later than December 10, 1952. 

WILLIAM C. FOSTER, 
Deputy Secretary of Defense. 

The documents I am leaving with the committee include all OSD 
directives which have been issued pursuant to section 638. Those 
prior to November 17 carry an MSSR number and subtitle; those 
subsequent do not. The documents also include reports which have 
been furnished to me by the three service Secretaries and the various 
oflicers of OSD, covering actions taken by them to carry out the basic 
regulations. 

(The documents referred to are as follows :) 


MILITARY SUPPLY. SYSTEM REGULATION SERIES 
(MSSR 1-18, inclusive) 


INDEX TO MILITARY SUPPLY SYSTEM REGULATIONS 








m MSSR § 
ab a? itle 
Ta No. Title 
A big Supply System Regulations 
| : 
B | 2) Re ic military supply system regulations 
Cc | te m regulations 
D | 4 | Pri f military supply system regulations 
E Rey ystem latior 
I 6 Star 
G 7 | Poli hases from sources within Soviet-controlled countries 
vr 
H 8 Shit is uniformed personnel 
I 9 | 1 1 pta ny bed for use by the Military Depart 
J lt Bidd iiling list 
K ll Polic d pro r le 1 r 1 y det at 
I 12 | Participation by ther tary departments in the cataloging program of the Depart- 
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4; C and d al | 
O 1 Ag t y 
| I a i t } 
Q Prov é t I vool: Title III, Put Law 488, 82d ¢ 
I S 4 ( rva tra ( 4 ate l 
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5 September 1952 
Number 4000.8 
MSSR 1 
DEPARTMENT OF DEFENSE DIRECTIVE 


Military Supply System Regulations 
Subject: Establishment of Basic Military Supply System Regulations 
I. PURPOSE 


The purpose of this directive is to establish basic regulations designed to 
achieve an efficient and practical operation of an integrated supply system (in- 
cluding procurement, production, warehousing, and distribution of supplies and 
equipment, and related supply functions) to meet the needs of the military 
Departments, without duplicating or overlapping of either operations or func- 
tions, in accordance with the provisions of section 6388 of the Department of 
Defense Appropriations Act, 1953. 


Il, SCOPE AND APPLICABILITY OF THE REGULATIONS 


On and after 8 September 1952, no officer or agency in or under the Depart- 
ment of Defense shall obligate any funds for procurement, production, ware- 
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housing, distribution of supplies or equipment or related supply management 
functions, except in accordance with these regulations and further directives 
issued by the Secretary of Defense or an officer of his office under the title “Mili- 
tary Supply System Regulations.” (See Section IV of this directive for method 
of effecting changes in existing re 
interim effectiveness of existil 
tions until changed.) 


culations, procedures, and instructions and for 





ig regulations, directives, procedures, and instruc- 


Ill, GENERAL PRINCIPLES GOVERNING MILITARY SUPPLY-SYSTEM REGULATIONS 


In order to accomplish the purpose set forth in Section I, above, the following 
principles are hereby established from which deviations may be permitted only 
by the officers of the Office of the Secretary of Defense charged with implementa- 
tion of these regulations, 


A. Procurement 


1. Procurement will be in accordance with procedures which include timely 
submission of consolidated requirements, the phasing of requirements, market 
analyses, phased placement of orders, and phased delivery schedules. 

2. Procurement procedures shall continue to be improved by such considera- 
tions as efforts to reduce contract preparation time, maximum use of definitive 
contracts, simplification and standardization of contract forms and accounting 
procedures within and between military Departments, improving the process of 
negotiation through standardizing procedures and instructions, and proper use 
of formal advertising and negotiation in the placement of contracts. 

3. Purchasing shall be done on the basis of close, accurate, and definite pricing 
to the greatest extent possible at the time of negotiation of contracts, in order 
to reduce the necessity for price redetermination and refunds under renego- 
tiation. Price-redetermination provisions shall generally provide for downward 
adjustments only. When upward price-redetermination provisions are used, a 
reasonable ceiling shall be included therein and the obligation set up shall reflect 
the ceiling price. 

4. Price redetermination shall be conducted within the time period specified 
in contracts, and contracts shall be promptly modified to reflect resulting revi- 
sions, in order to facilitate close pricing, to provide firm price information, and 
to avoid possible conflict with statutory renegotiation proceedings. 

5. Single procurement in the form of single-department, joint-agency, or plaut 
cognizance shall be effected whenever it will result in net advantages to the 
Department of Defense as a whole, except insofar as it can be demonstrated that 
such procurement will adversely affect military operations. This principle will 
also apply to procurement from all government-owned plants, whether operated 
by the government or a contractor. 


6. In order to e inat innecessary handling, warehousing, and transporta- 
tion, direct deliveries fro suppliers to p ts o e shall be made the ma 
mum extent pr ssible, except in those specific cases here t can be «de onstrated 
that there would be no net advantage to the Department of Defense as a 


whole. 





B. Commercial and industrial-tupe fe ties 

1. Commercial and industr pe f ities ne ding, among others, ware 
houses, motor repail hakeries, and indries operated by each of the 
military departments sl ve made ible to the mi num extent for the 
ise of any of the military departments Iexistir ce nercial and industrial- 
type facilities shall be surveyed t etermine the need f their continued opera- 
tion and retention Such fa ties will not be continue in operation where the 
required needs can he effec elv and economically se ved by existing fic ities 
of any department or where private commercial facilities are available except 
to the extent that such private commercial facilities are not reasonably avail- 
able or their use will be demonstrably more expensive or except where the opera- 
tion of such facilities is essential for training purposes No facilities, not in 
operation, shall be retained unless necessary for mobilization reserve Cost- 
accounting methods wil  emploved to assist in formulation of decisions con- 


cerning cross-servicing, establishment, or continuance of such activities in or 
under the Department of Defense 

2. Additional facilities of these types shall not be established or acquired by 
a military department unless the required needs cannot be effectively served by 
existing facilities of all the departments or by private commercial facilities. 
Except in a zone of action (e. g., Korea), no such additional facilities shall be 
established or acquired without prior approval of the Secretary of Defense. 
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Distribution 

1. Within each military service (Army, Navy, Marine Corps, and Air Force) 
there shall be established and maintained but one single supply and inventory- 
control point for each specified category of items. The translation of established 
stock levels into quantitive terms and the determination of requirements will 
he achieved by the appropriate supply control point based upon information 
available to the control point, including accurate, timely, and complete reports 
from its supported activities 

2. Asa minimum, all supply accounting at depot, post, camp, station, base, and 
installation levels will be developed to achieve integration and uniformity on a 
quantitative and monetary basis, except for supplies and property with troop 
units and afloat, where periodic quantitative inventories only will be required. 
(In-transit stocks, government-owned stocks in hands of contractors or govern- 
ment industrial facilities, and stocks aboard supply ships and tenders will be 
considered as part of aggregate depot, post, camp, station, base, and installation 





l 


stocks. ) 

3. Stock levels shall be established and maintained at the lowest practicable 
leve Such prescribed stock levels shall be uniform between military depart- 
ments where similar conditions exist. Effective controls will be established 


in all areas and at all levels to insure compliance with approved stock levels. 

4. Within unified commands, unified logistic arrangements for overseas 

theatres will be further developed. 
5. Each category of common-use standard-stock items will be procured, ware- 
housed, and distributed by not more than one ageney within each military 
service (Ariny, Navy, Marine Corps, and Air Foree). (The term “common-use 
standard-stock items” as used in these regulations includes items similar in 
character used by two or more departments or subdivisions thereof for the same 
or closely related purpose Examples of such items or categories of items 
are: subsistence, medical and dental supplies, lumber, hardware, fuels and 
lubricants, household and office type furniture and material, general housekeep- 
ing material, individual clothing and equipment, and vehicular spare parts.) 

6. Stocks of common-use standard-stock items will be financed through stock 
(revolving) funds. Special attention shall immediately be given to all categories 
of common-use standard-stock items including those listed in 5 above. 

7. Integrated supply support for common-use standard-stock items will be de- 
veloped. In areas within the United States and overseas, supply support will 
assignment in which one department will 
support all others, or by cross-servicing in such areas in which supply support 
will be obtained by one department from the nearest or most economical source 
without regard to which department controls such source, unless it can be 
demonstrated that such support will adversely affect military operations or will 
not result in net advantages to the Department of Defense as a whole. 





be accomplished by single-service 





D. Cataloging and standardization 

1. The cataloging and standardization programs will be vigorously expedited 
n accordance with the provisions of Public Law 436, S2d Congress, 

2. All supply items in the three military departments shall be described, iden- 
tified, classified, and numbered, in accordance with a uniform method for all 
categories of material 

3. The uniform catalog data for each specified category of material shall be 
utilized in all supply operations from requirements calculation to final disposal, 
by replacing existing data in accordance with prescribed schedules 

4. The highest practicable degree of standardization of items shall be achieved 
through the development and use of single specifications, through the elimination 
of overlapping and duplicating item specifications, and through the reduction of 
the number of sizes, kinds, and types of generally similar items. Procedures shall 
be developed to require the use of applicable standard specifications by all 
procurement agencies, 

>. Duplication in the inspection of material procured by the military de 
partments will be eliminated by the coordination of inspection organizations 
and by the standardization of inspection formats 

6. Packing, packaging, preservation and marking procedures in the three mili- 
tary departments will be made uniform, consistent with operational requirements, 
and wherever practicable will parallel those used in industry. 

7. Commercial specifications and standards, when practical and economical, 
will be adopted and integrated in the military specifications and standard 


systems. 
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B. Conservation 

1. The programs for renovation of economically reparable material will have 
as their objectives the maximum coordinated and timely utilization of such re- 
sources in lieu of new procurement. 

2. Supply discipline to encourage effective maintenance and preservation of 
equipment in use will be emphasized Issue of materials from storage for train- 
ing and garrison purposes will be based upon maximum utilization of obsolescent 
and limited-life materials. 

3. Programs will be established to eliminate or reduce uses of strategic and 
critical materials. Within categories of materials, consideration shall be given 
not only to relative availability under current conditions but also under mobiliza- 
tion conditions; in the establishment of specifications and standards, including 
the use of alternate specifications and standards, less critical material of greater 
cost may be specified within reasonable price limitations. 


F. Utilization and disposal 


1. Programs will be established for the maximum utilization of property, in- 
eluding scrap, which will include continuous review of stocks to assure they are 
active, to determine which property is excess, to make maximum use of avail- 
able storage space, and to minimize maintenance and storage costs 

2. Programs for utilization or disposal of government material and property 
will provide for continuous screening to make available the excess property 
of any one department to meet the needs of others. In order that adequate 
information may be available to other departments before bulk procurement is 
undertaken, an adequate and practicable reporting system will be established 
Which will include reports to and from the appropriate supply control points of 
the existence of such excesses 

3. Programs for handling scrap material will provide for the segregation and 
identification of strategic and critical materials. 





G. Transportation and traffic management 


1. The manas 





nt, control, routing, negotiation, and procurement of trans- 


portation services for the movement of persons and things shall be accomplished 
in accordance with trafhi anagement policies designed to.achieve and assure 
efficient and economical traffic management 


2. Transportation activities of the n departments in both current and 
I 


mobilization planning aspects will be ed with those of the civilian 
economy through the appropriate agencies within the Department of Defense 
and the civilian agencies. 








1. Production programs for the military departments shall be realistic, orderly, 
and scheduled to meet phased requirements. Such programs shall be developed 
on the bases of the relative availabilities of facilities, materials, matériel, money 
and manpower, the relative availability of each item in relation to all other 
items which are essential to its employment, and the feasibility of programmed 
rates of acquisitio1 Once the approved active forces are raised and modernized 
and current operating stocks and mobilization reserves (not in excess of those pro- 
vided in plans approved by the Secretary of Defens re on hand, maximun 
feasible reliance will be placed on continuing expansible ther than 
on the aecumulat of reserve stocks of end ems he basie 
objective of the military procurement progran be services 
the material and equipment required for the of their 
respective missions. In doing so, procurement and de! is must 


be scheduled in a carefully planned and balanced m he actual 





service needs. At all times the present and future pr F industry 
must be given full consideration 11 plans must ) provide 
for the maintenance of production lines, and erever yp omputing 





requirements, take into account the rapid exnansibility i 
2 In computing mobilization requirements nd in planning for production 





during mobilization, consideration shall be giver the availability of men, 
matériel, materials, and facilities (all expressed both in quantities and dollars), 
and the relative availability of each item to other items essential to its utiliza- 


tion, and to the feasible rate of acquisiti« } 
8 No funds shall be obligated for industrial mobilization activities except 
99 


in full compliance with applicable legislation (currently Section 623, Public Law 
434, 81st Congress, approved October 29, 1949). 
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Current production programs w he integrated to the maximum extent 
cable with mobilization plans established under the “Production Allocation 





». Relative urgencies between military programs and the system for deter- 
I x them will be kept under continuous review 

6. Maximum utilization will be made of reserves of machine tools and produc- 
tion equipment before initiating procurement of such items. Machine tools 
should be procured to meet the requirements of current production and to 
establish tooled production lines with such mobilization capacity as may be 
approved by the Secretary of Defense. The highest priority is to be given to 
the requirements for current production needs, and the second priority is to the 
machine tool requirements for approved mobilization capacity. 

7. Industry shall be encouraged to expand productive capacity through private 
financing 

S. Government expansion of facilities will be undertaken only after consider- 
ition of available capacity of privately owned and government owned or operated 
acilities and when indicated by screened mobilization needs. 


I. Personnel and training 


1. Within each military department a definitive program will be established 
for the recruitment and training of competent military and civilian personnel 
to serve in the areas of procurement, production, warehousing, and distribution 
of supplies and equipment, and related supply management functions. Rota- 
tion, promotion, and assignment policies within each military department will be 
adapted to assure the most effective use of trained personnel within these ares 


J. Requirements review 


1. In each military department there shall be established and maintained, 
responsible directly to the Secretary of the military department concerned, 
an office or agency charged with making an adequate and thorough audit and 
review of requirements for matériel, materials and facilities, including responsi- 
bility for monitoring the development of the systems and methods for computing 
such requirements. 


kK. Supply-system expansion prohibited 
i 


1. Effective on and after September 8, 1952, until modified by a directive issued 


by the Secretary of Defense, and regardless of any prior interdepartmental 
igreements, und without the necessity of any implementing directive described 
in paragraph IV 1, below, no additional independent or expanded supply facili- 

for common-use standard-stock items of supply shall be created without 
prior approval by the Secretary of Defense 








1. Many of the foregoing principles are wholly or partially implemented by 

( direc f ssued | the Secre ry of Defense or by an office or 
} Office o he Secretary of Defense Such directives shall become 

Military Supply System Regulations when certified as in conform 

nce y these regulations by the Secretary of Defense or such officer of his 

office a e shall designate Other principles will require implementation by 
ne mended dire es The Secretary of Defense will issue instructions 
propriate officers of h office to proceed promptly with such 

| regulations, procedure and instructions of the military departments 

v he progressive and promptly altered to reflect the changes made by each 
im} entil directive provided for in paragraph 1 above as follows: the 
se the military departments shall, as soon as may be after the 
i ‘ each such directive, and in any event within the time specified in 
s ( e, cause regulations, procedures, and instructions issued by them 
O1 subordinates relevant to the portion of these regulations being imple- 
mented by such directive, to be revised to incorporate the substance of said 
portion of these regulations as implemented by such directive, and shall promptly 


submit to the Secretary of Defense for approval such revision to regulations, 
procedures, and instructions (other than those relating to particular transac- 
{ 


ons) issued by the head of any bureau, technical service (including for the 
Air Force, the Air Matériel Command), or equivalent or higher authority. 
After making such changes, if any, in such revision as the Secretary of Defense 


or his designee may deem necessary to cause such revision to incorporate the 











i cet tte aoe 





substance of these regulations s aforesaid, the Secretary of Defense or his 
designee shall approve such revision and such revision shall become effective 
upon the effective date specified in such approval: and there upon such re\ n 
shall become a part of the M ry Supply System Regulations. 

6. Except as may be otherwise provided in any implementing directive pro- 
vided for in paragraph 1 above, all regulations, directives, procedures, and in- 
structions of the Office of the Secretary of Defense and of the military depart- 
menrs shall remain in full force and effect until changes therein become effectiv« 


as provided above. 


4. Each officer of the Secretary of Defense responsible for taking action by way 


of implementation of these regulations shall maintain 


a record of major action 
taken by him. A similar record | be maintained by each military department 





Monthly progress reports regar implementition of this directive and 
directives provided for in paragi above will be made to the Secretary 
of Defense by each such officer of the Office of the Secretary of Defense and by 
the Secretary of each military department beginning 30 days from the date of 
this directive. The reporting period wili be changed to quarterly at a future 


date by a further directive of the Secretary of Defens« 
Rosert A. LOVETT 


Secretary of Defense. 


5 September 1952 
Number 4000.9 
MSSR 2 


DEPARTMENT OF DEFENSE DIRECTIVE 


Military Supply System Regulations 


Subject: Responsibilities for Implementing Basie Military Supply System Regu- 
lations 


I. PURPOSE 


The purpose of this directive is to provide for the allocation of responsibilities 
between the officers of the Office of the Secretary of Defense for the implementa- 


tion of the basie regulations isued by the Secretary of Defense pursuant to 
Section 638, Department of Defense Appropriation Act, 1953, in the form of 
Department of Defense Directive No. 4000.8 dated 5 September 1952 (herein- 


after called the Basic Regulations). 


Il. SCOPE AND APPLICABII = 


This directive asigns the following responsibilities, and delegates the cor- 
responding authority, to the officers of the Office of the Secretary of Defense 
listed in paragraph III below: 

To certify as in conformity with the Basie Regulations such existing 
Office of the Secretary of Defense directives and regulations as in fact 
conform to the Basie Regulations; 

To issue directives, regulations, and instructions implementing the Basic 
Regulations ; 

To review regulations, procedures, and instructions of the military de- 
partments to ensure that they incorporate the substance of the Basic 
Regulations and implementing directives, to specify dates for the sub- 
mission of revisions thereof, to approve and if necessary change such 
revisions, and to specify the effective dates of such revisions; 

To establish programs and time schedules for actions required to carry 
out the Basie Regulations and implementing directives ; 

To ensure coordination among the officers of the Office of the Secretary 
of Defense ; 

To report progress, and obstacles to progress, to the Secretary of Defense. 





III. ALLOCATION OF RESPONSIBILITIES AND AUTHORITY 


The foregoing responsibilities and authority with respect to the Various por- 
tions of Section LIL of the Basie Regulations are hereby allocated as follows: 

Subsection A, entitled Procurement, to the Chairman of the Munitions 
Board. 
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Subsection B, entitled Commercial and Industrial-type Facilities, 
Paragraph 1, to the Chairman of the Munitions Board. 
Paragraph 2, to the Director of Installations. 

Subsection C, entitled Distribution, 
Paragraphs 1, 3, 4, 5, and 7 to the Chairman of the Munitions Board. 
Paragraphs 2 and 6 to the Assistant Secretary of Defense (Comp 





troller), 
Subsection D. entitled Cataloging and Standardization, to the Director 
of Supply Management Agencies 
Subsection E, entitled Conservation, to the Chairman of the Munitions 
Board 
Subsection F, entitled Utilization and Disposal, to the Chairman of the 
Munitions Board 
Subsection G, entitled Transportation and Traffic Management, 
Paragraph 1 to the Director of Military Traffic Service 
Paragraph 2 to the Chairman of the Munitions Board 
Subsection H, entitled Production, to the Chairman of the Munitions 
B rd 
Subsection I, entitled Personnel and Training, to the Assistant S« ‘retary 
of Defense (Manpower and Personnel ) 
Subsection J, entitled Requirements Review, implementation of this sub 
section is reserved to the Secretary of Defense 
Subsection K, entitled Supply System Expansion Prohibition. Any relief 
from this subsection will be granted by the Secretary of Defense. 


IV. CERTAIN CONSIDERATIONS GOVERNING IMPLEMENTATION 


1. In implementing the Basie Regulations, consideration shall be given to the 
underlying general principle that the objective of any military supply system is 
to provide logistic support for combat operations. This principle means that 
the desire for peacetime economies shall not be permitted to impair combat 
effectiveness, but it does not mean that the principle may be used as an excuse to 
resist the adoption of economies which will not demonstrably impair combat 
effectiveness 

2. It is obvious that the scope of the Basic Regulations is such that if imple 
menting directives are issued too fast, or cover too much ground, the resulting 
workload on the military departments and on the Office of the Secretary of 
Defense will seriously interfere with current supply operations and will probably 
result in confusion. Accordingly, implementing directives will be issued only 
so fast, and will cover only so much ground, as will permit of adequate prepara 
tion for and orderly execution of the implementation prescribed by such directives 


V. COORDINATION 


he officers of the Office of the Secretary of Defense named in Section III, 
above, shall coordinate their actions under this directive with other officers and 
agencies of the Office of the Secretary of Defense having directly related responsi- 
bilities. To that end each such named officer shall designate one individual on 
his staff who shall be primarily responsible for assuring such coordination. In 
particular, in view of the peculiar relationship between the computation of re- 
quirements and scheduling of production on the one hand the financing of and 
budgeting tor such production on the other hand, the Chairman of the Munitions 
Board and the Assistant Secretary of Defense (Comptroller) shall maintain the 
closest possible coordination in carrying out the provisions of this directive, and 
shall recommend changes in existing directives and procedures which will facili 
tate the effective discharge of their mutual responsibilities. In cases where each 
of two officers has an important responsibility, the one designated in Section ITI 
above may transfer to the other his responsibility to issue directives or other 
responsibilities, to the extent acceptable to the other. It is desirable that direc- 
tives which implement the Basic Regulations shall not have wide variations in 
approach and in the use of language and shall present no unsolved legal problems. 
Accordingly, each such directive shall, before issuance, be submitted to the Gen- 
eral Counsel, who shall promptly make such changes in form as may be necessary 
to eliminate any such wide variations, and proceed to resolve any legal problems, 
All officers of the Office of the Secretary of Defense shall bring to the attention 
of the Secretary without delay any area in which there is disagreement or oper 


ating difficulty or failure to coordinate 


Rorvert A. Lover, 
Necretary of Defense. 
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TAB C 
24 September 1952 
Numer 5025.3 
MSSR 3 
DEPARTMENT OF DEFENSE DIRECTIVE 
Military Supply System Regulations 


Subject: Issuance of Military Supply System Regulations 
References: (a) Directive 5025.1, Department of Defense Directives System, 15 
April 1952. 
(b) Directive 4000.8, (MSSR 1) Military Supply System Regula- 
tions, 5 September 1952. 
(c) Directive 4000.9, (MSSR 2) Military Supply System Regula- 
tions, 5 September 1952. 


I. PURPOSE 
This directive prescribes the medium and format for publication of Military 
Supply System Regulations issued by all activities of the Department of Defense, 
exclusive of the Military Departments. 
Il. GENERAI 


Military Supply System Regulations (MSSR’s) issued by all activities of the 


. Department of Defense, exclusive of the Military Departments, will be issued 
within the Department of Defense Directives System and will be issued in ac- 
cordance with the provisions of reference (a). 

THT, TOENTIFICATION 
Military Supply System Regulations issued within the Department of Defense 
Directives System will be identified distinctively as MSSR's by— 

(a) The words “Military Supply System Regulations” appearing in a 
prominent pesition on the first page of each directive, as is illustrated by 
this directive. 

(b) A separate “MSSR” number appearing on the first page of each such 
directive. The first directive in the MSSR series will be designated “MSSR 
1’. Subsequent directives in this series will be numbered consecutively. 

(ec) Check lists of such MSSR currently in force issued not less often 
than semiannually. 

TY FRRFEC IVE DATE 
This directive is effective immediately. 
For the Secretary of Defense: 
MARSHALL S. CARTER, 
Brigadier Jeneral, U. S. A., 
Director, Executive Office of the Secretary. 
Tas D 
1 October 1952 
a Number 4000.10 
MSSR 4 
DEPARTMENT OF DEFENSE DIRECTIVE 
Subject: Priority in Implementation of Military Supply System Regulations. 


Based on the recommendations of the Secretaries of the military departments, 
the Assistant Secretary of Defense (Comptroller), and the Chairman, Munitions 
Board, the paragraphs of the basic Military Supply System Directive (4000.8, 
MSSR 1) appearing on the attached list have been selected for prompt and 
orderly implementation. The paragraphs have been listed in sequence and not 
in order of importance or priority 

Responsibility and authority for implementation will be in accordance with the 
assignment made in Department of Defense Directive 4000.9 (MSSR 2). 

WILLIAM C. Foster, 
Acting Secretary of Defense. 
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Subparagraph 1. 


2 October 1952 
Number 4000.11 
MSSR 5 


DEPARTMENT OF DEFENSE DIRECTIVE 


Military Supply System Regulations 


Subject : Reports under Military Supply System Regulations. 
Reference: (a) Department of Defense Directive 4000.8, MSSR 1. 


I, PURPOSE 


The purpose of this directive is to establish the periods to be covered and the 
dates on which the reports required by Paragraph IV, 4 of reference (a) are due 


II. SCOPE AND APPLICABILITY 


The first monthly progress report shall be made for the period September 5 
to September 30, 1952, inclusive, and shall be due not later than October 10, 1952. 
Subsequent monthly reports shall be made for each calendar month and shall 
be due not later than the 10th day of the following month. The reporting period 
will be changed to quarterly at a future date by a further directive of the Secre- 
tary of Defense. 

WILLIAM C. FOSTER, 
Acting Secretary of Defense. 


Tas F 
10 October 1952 
Number 4100.11 
MSSR 6 


DEPARTMENT OF DEFENSE DIRECTIVE 


Military Supply System Regulations 


Subject: Standard Forms. 

References: (a) Regulations of the General Services Administration, title I 
(Personal Property Management), chapter II, section 302-06 Standard Forms. 

Enclosure: Standard forms to be requisitioned from the Government Printing 
Office, through Washington Regional Office, General Services Administration. 
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I. PURPOSE 


The purpose of this directive is to implement reference (a), by clarifying 
requisitioning procedures for procuring standard forms from or through General 
Services Administration. 





Il. PROCEDURES 


(1) The military departments will utilize the Federal Supply Store Stock 
Catalog and enclosure to this directive when requisitioning all standard forms. 
The listing of standard forms in this enclosure has been agreed to jointly by 


representatives of the military departments, Munitions board, and the General 





Services Administration staffs and concurred in by the Joint Committee on 


Printing, Congress of the United States. Standard forms listed in the enclosure 
will be requisitioned from the Washington Regional Office, General Services 
Administration, on Printing and Binding Requisitions, Standard Form No. 1. 
The Government Printing Office will deliver and bill directly to the military 


departments. The Washington Regional Office, GSA, is the focal point for in- 
formation on all standard forms including current information on form changes, 


obsolescense of existing forms, and anticipated new forms 


(2) All other standard forms not listed on the inclosure will be requisitioned 
on purchase orders, as shelf stock items, from the Washington Regional Office, 
GSA All purchase orders will designate (1) the oflice to which the bill for the 
standard forms is to be sent and (2) the office to which the bill for transportation 
charges is to be sent. Any proposed deletions or additions by the military de- 


partments to the enclosure will be processed through the Munitions Board, 


Office of Supply, for concurrence with General Services Administration staff. 

(3) In the event of an emergency requisition of any form listed in the en- 
closure, the Washington Regional Office, GSA, will be contacted for availability 
of all or a portion of the requirement from its shelf stock. Upon advice that 
such stocks are available, purchase orders will be used to requisition desired 
quantities from the Washington Regional Office If stocks are not available 
from the Washington Regional Office, Printing and Binding requisitions, Standard 
Form No. 1 will be used in the manner already prescribed above. 

(4) Over-printed or altered forms will be requisitioned from the Government 
Printing Office through the Washington Regional Office, GSA, on Printing and 
Binding Requisitions, Standard Form No. 1 accompanied by necessary Govern- 
ment bills of lading. Delivery and billing for these types of forms will be 
handled directly between the military department concerned and Government 
Printing Office. 


Ill, EFFECTIVE DATE 


This directive is retroactive to 1 July 1952, and confirms past agreements with 
the military departments and General Services Administration. 





IV. IMPLEMENTATION 


Departmental inplementing instructions and as applicable, bureau, technical 
service, air matériel command or equivalent instructions already issued and 
drafts to be issued, will be forwarded in duplicate, to the Munitions Board for 
approval within 60 days after the date of this directive. 





J. D. SMALL, 
Chairman, Munitions Board. 


26665—53——3 
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STANDARD FORMS TO BE REQUISITIONED THROUGH WASHINGTON REGIONAL OFFICE, 
GSA, ON PRINTING AND BINDING REQUISITIONS, STANDARD Form No. 1] 


STANDARD FORM NUMBERS 





7 75 1O12A 1108A 
TA TOA 10128 1104 
TD 76 1012C 1105 
25 7s 1025 1106 
220A TSA 1026 1109 
26 26 85 L084 LIODA 
30 Reverse S7 1OS4A 1110 
335 Reverse SS 1035 1111 
$1 89 LOBDA 1112 
32 91 LOS6 1126 
33 1A 1038 1126A 
ob YZ 1044 1126B 
39 93 1046 1126C 
nw Q4 1047 
» 95 LO4S - 
IDA 114 1049 
7 114A 1050 
S 116 1075 
BY 117 1OS0 
OO) 120 LOSOA s 
61 120A LOSOB 
65 HOOAII 1O80C 
71 1012 1103 
Tap G 
DEPARTMENT OF DEFENSE DIRECTIVE TRANSMITTAL 
Number: 45. Date: 24 October 1952. Distribution: List 4100. 
ATTACHMENTS 
1. Revised Directive 4105.29, Policy Regarding Military Purchases from 
Sources Within Soviet-Controlled Countries or Areas, 17 October 1952. 
INSTRUCTIONS FOR RECIPIENTS 
The attached Directive 4105.29 supersedes Directive 4105.29 (MSSR 7), Policy 
Regarding Military Purchases from Sources Within Soviet-controlled Countries 
or Areas, 17 October 1952, 
The only change in the revised directive is to remove it from the Military ; 
Supply System Regulations. ' 
Policy and Reports Section, EXOS i 
[Pencil notation:] This Directive Supersedes MSSR 7. 4 
17 October 1952 
Number 4105.29 1 
DEPARTMENT OF DEFENSE DIRECTIVE 
Subject: Policy Regarding Military Purchases from Sources Within Soviet- 
controlled Countries or Areas, 
“ 
I. PURPOSE 
The purpose of this directive is to establish a basic policy with respect to mili- 
tary purchases from sources within Soviet-controlled countries or areas 
II. POLICY ' 


1. It is the general policy of the Department of Defense that contracts for the 
procurement of supplies or manufactured products originating from sources 


il 


within Soviet-controlled areas will not be awarded notwithstanding the provi 
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sions of paragraphs 6-101 through 6-105 of the Armed Services Procurement 
Regulation. Soviet-controlled areas shall consist of those countries or areas in 
cluded in Subgroup A, of Country Group R, of the Comprehensive Export Sched 
ule issued by the Office of International Trade, Department of Commerce 

2. Exceptions to this general policy will be made only in the most urgent situa 
tions, and then only after specific approval by the Procurement Secretary of the 
Military Department concerned 

3. A report of each exception authorized by the Procurement Secretaries under 
this policy will be transmitted to the Secretary of Defense at the time the excep 
tion is approved. 


Il! SCO AND APPLICABILITY 


This directive shall be applicable to all military purchases accompli 
after 51 October 1952 


Necretary of Defense 


‘i 17 October 1952 
Number 4500.13 


MSSR 8 


DEPARTMENT OF DEFENSE DIRECTIVI 
. Military Supply System Regulations 


Subject : Shipment of Household Goods of Uniformed Personnel. 
Enclosures: 
(1) Regulations for Transportation of Household Goods by Motor Van 
Carriers, 
(2) Household Goods Service Tender. 
(3) DD Form 619, Accessorial Services Certificate. 
(4) Packing Specifications, 
PURPOSE 


The purpose of this directive is to set forth uniform basie regulations for the 
shipment of household goods of uniformed personnel by commercial motor van 
carriers and to establish common requirements by all Department of Defense 
agencies upon such carriers. In their application, use of the Government Bill 
of Lading, a newly developed Household Goods Service Tender, an Accessorial 
Services Certificate and uniform packing specifications will be necessary. 


AUTHORITY 


The basic regulations hereunder are issued under the terms of the memo- 
randum establishing the Military Traffic Service and are in consonance with 


the Joint Travel Regulations established by the Secretaries of Army, Navy, Air 
| Force, Treasury, Commerce, and the Federal Security Administrator, and in 
consonance with the provisions of Section 303 (c) of the Career Compensation 
i Act of 1949 (63 Stat. S02). 
j DIRECTIVE SUPERSEDED 
This directive supersedes and replaces DoD Directive 4500.13 dated 4 April 


1952 entitled “Shipment of Household Goods of Uniformed Personnel” which 
‘ is hereby canceled. 
APPLICABILITY 


The terms of this directive are applicable to all departments and agencies of 


the Department of Defense in respect to the shipment of household goods of 
. uniformed personnel by commercial motor van carriers, 


IMPLEMENTATION 


Each military department will take the necessary action to place the provisions 
of this directive with its attached basic regulations in effect on 31 October 1952 


Reports Control Symbol DD-MTS(OT) 91 applies to the submission of comments 
upon this procedure and recommendations for change to be submitted by 1 May 
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1953. Prior to publication of their implementing regulations the military de- 
partments will submit all regulations pertaining to this subject to the Military 
Traffic Service for review and approval, not later than 31 October 1952. 
KENNETH L. VoRE, 
Director, Military Traffic Service. 


TIN« RE 1 

Ree <S FOR TRANSPORTA N oF H SEHOLD Goops BY MorTror VAN CARRIERS 
i= 

The purpose of these regulations is to establish uniform methods to be used 
by the military departments for the shipment of household goods of their uni- 
formed personnel by commercial motor van carrier These regulations require 
the use of a Government bill of lading and a newly developed Household Goods 
Se e Tender with an accompanying Accessorial Services Certificate and 
packing specifications 
2. Statutory authority and basic requlations 

The statutory authority for the transportation of household goods of uniformed 


personnel at Government expense is contained in Section 303 (¢c) of the Career 





Compensation Act of 1949 (65 Stat. SOL) Basie regulations are set forth in 
Joint Travel Regulations promulgated jointly by the Secretary of the Army, the 
Secretary of the Navy, the Secretary of the Air Force, the Secretary of the 
Tre ury, t Secretary of Commerce, and the Federal Security Administrator. 
Chapter & Joint Travel Regulations, provides that shiy ments of ho ehold goods 
for 1 tary personnel may be made at Government expense without regard to 
com] e sts; that is, by ord rail, water, or motor freight ; air or rail- 
wily ¢ ess, freight forwarder, or commercial van carrier, whichever, in the 
judgment of the shipping officer, will serve the best foreseeable interests of the 


Government and the owner of the property. 


ao. Bt ection of carrier 
The rule tated above applies only to the selection of the form or method of 
tr portation, and does not apply to the selection of an individual carrier within 


a given category. When in the judgment of the shipping officer, commercial van 

rvice is to be used, selection of the carrier will be determined by him based 
primarily on the requirements of the individual shipment and the carrier’s ability 
to perform the required service satisfactorily, and the cost of such service to 
the Government. The foregoing is consistent with Department of Defense policy 
that selection shall be made based on cost, safety, expedition, equipment supply, 
procurement regulations, military necessity, and the national transportation 


|. Distribution of traffic 


a. Shipping officers will exercise reasonable care to accord equal opportunity 
to motor van carriers who meet the requirements of these regulations to par- 
ticipate in the transportation of household goods. A motor van carrier which is 
known not to have proper operating authority from a Federal, State, or other 
regulatory body, provided such carriers are regulated, will not be employed for 
the transportation of household goods. Shipping officers will bring to the atten- 
tion heir Commanding Officers any evidence of collusion, discrimination, or 

| s for reference to proper authority for appropriate action. 

b. Each motor van carrier selected will be qualified, willing, and able to per- 
form service which will, in the judgment of the shipping officer, serve the best 
foreseeable interests of the Government and the property owner. Subject to the 
conditions previously set forth, traffic will be equitably apportioned among the 
carriers offering the lowest-cost service to the Government. Each shipping officer 
will maintain a list of such eligible carriers for the purpose of traffic rotation. 
When a low-cost satisfactory carrier is not available, a higher-cost satisfactory 
carrier may be used if, in the judgment of the shipp ng officer, the best interests 
of the Government and the owner will be served. 





5. Rate x 


Except as provided hereinafter, rates and charges which are applied in con- 
nection with the transportation of household goods by motor van carriers will 
be those rates and charges lawfully on file with a Federal, state, or other regu- 


ie 


a 
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} 


latory body. Unsolicited 


tenders of rates or charges lower than those stated in 





tariffs mentioned above will be accepted, and no review by or distribu ) 
higher anthority is required unless requested. The unsolicited tender of rates 
or charges will become the rates or charges upon which, together with other 
factors, consideration of the use of that motor van carrier will be based An\ 


“standing” tenders of reduced rate; or charges below tariffs by a motor van 

carrier will be in writing and recorded in the local shipping office. Negotiation 

for tenders of rates or charges below lawfully filed rates or charges on volume 
} 


transportation of household goods will be conducted by the headquarters of the 





military department concert or a delegated ar controlled by su h head 
quarters 
6. Lngagement of servicer 

Government bills of lading will 1 used to cover the performance of the trans- 
portation service including packing, drayage (at point of origin and at destina- 
tion), storage in transit, unpacking at destination, and other author 





sorial services when performed in connection with the line-haul trar 
of household goods by motor van carriers. 


7. Erecution and distribution of service tender 

The shipping officer will acquaint | 
and services of all properly cert 
shipping officer Will provide two copies of the Household 
with Appendices I and II thereto (reproduced locally) to each such carrier for 
execution. The original Household Goods Service Tender, after execution by 
the carrier, will be assigned an identifying serial number and retained in the 
tiles of the shipping officer. The duplicate copy of the Household Goods Service 
Tender will be retained by the carrier. Execution of the Household Goods Service 
Tender by the motor van earrier and filing with the shipping officer is a pre- 
requisite to consideration of any such motor van carrier to participate in the 
transportation of household goods of uniformed personnel of the military de- 
partments 


imself with the published rates, facilities 


rriers n his area The 


cated motor van Ca 





Goods Service Tender 


& Government bills of lading and supporting papers 

a. A Government bill of lading will be prepared and executed in accordance 

with the regulations of the respective military services. In addition thereto, 

the following information will be shown under “description of articles” on the 

Government bill of lading for each shipment of household goods: 

(1) Gross, tare, and net weights, if such information is available at the 
time the bill of lading is prepared; and, 

(2) Number and date of the Household Goods Service Tender; and, 

(8) Tariff number, if any, under which the shipment is being transported. 
If such tariff is not the normally applicable tariff of the carrier concerned, 
the word “Special” will be added in parentheses; and, 

(4) Rate(s) and charge(s) per cwt., or other definable measure applying 
on the shipment if ascertainable at the time the bill of lading is prepared. 
If such rate(s) and charge(s) are not the normally applicable tariff rate(s) 
or charge(s) of the motor van carrier concerned, the word “Special” will be 
added in parentheses. 

b. Government bills of lading and supporting papers will be processed as pro- 

vided in paragraph 10. 





9. Erecution of accessorial services certificate (DD Form 619) 

A certificate verifying the accessorial services rendered by a motor van carrier 
in connection with line-haul transportation must be executed in triplicate by the 
motor van carrier and the property owner. (See Appendix I.) 


10. Processing of Government bills of lading and supporting papers 
a. Immediately or as soon as possible after pick-up of the household goods the 
earrier will furnish the ordering activity: 


(1) Two memorandum copies of the applicable bill of lading showing 
gross, tare, and net weights, signature of the carrier’s agent, date of dispatch 
of shipment by the carrier, the actual transportation rate, and total charges 
accrued. 

(2) One copy of weight certificate. 

(3) One copy of inventory list. 
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b. Carrier will furnish the property owner or his agent at time of pick up: 


(1) One memorandum copy of Government bill of lading. 
(2) Copy of inventory list. 
(3) Copy of completed Accessorial Services Certificate (DD Form 619). 


ce. Carrier will submit to the ordering shipping officer for purpose of receiving 


(1) Original and one copy of accomplished bill of lading. 
(2) Original and one copy of public voucher, Standard Forms 1115 and 


3) Original weight certificate. 
(4) One copy of inventory list 
(5) Original and one copy of Accessorial Services Certificate (DD Form 
619) 
(6) Two copies of carrier’s bill of lading, freight bill, or combination form, 
d. To facilitate timely payment to the carrier, the shipping officer will: 
(1) Promptly assemble and review the voucher and supporting papers 
required by the disbursing procedures of the military service concerned ; and 
(2) Promptly dispatch such papers to the appropriate disbursing Office. 


17 October 1952 
1500.13 
MSSR 8 
Enclosure 2 
HOUSEHOLD Goops SERVICE TENDER 
To ae ; Date Sie ee ee a eh, 
(Name of Installation or Activity) Service Tender No. Oe ek ee ee En 
Name of Carrier Giese alte tdeaeaaiiciplaaaaae 
The undersigned motor carriers (hereinafter called the carrier) representing 


that it is a motor carrier qualified under Part II of the Interstate Commerce 
Act and/or laws of the State of to perform van service, does offer 
as follows: 

1. Subject to the availability of equipment, ability to serve, and reasonable 
notice, the carrier will accept as required or permitted by law shipments of 
household goods as defined by the Interstate Commerce Commission that are 
tendered to it on Government bills of lading issued by the — 
officer of the activity designated above, and to furnish moving service (including 
packing, loading at origin, unpacking and placing in quarters or at storage ware- 
house platform at destination) for the moving of such household goods and 
effects in van service from and to the places stated on such Government bills 
of lading, subject to the carrier’s tariff rates as maximum and subject further to 
any lower rates and charges proffered by the carrier applicable to such shipments. 
Purchase Orders may be issued in lieu of the Government bill of lading, but only 
with respect to local drayage or other types of local service. 

2. Carrier further agrees that 

(a) The agreed legal rates for such moving service will include transportation, 
placing in quarters or storage (as designated by the owner or his agent), but 
will not include accessorial services unless specifically noted to the contrary 
on the face of the Government bill of lading or purchase order. 

(b) All such shipments will be moved from point of origin through to destina- 
tion in vehicles owned or operated in accordance with recognized practices of 
the Interstate Commerce Commission, except that in case of accidents or break- 
down en route, first-class, padded, waterproof vans operated by other motor 
earriers properly qualified under Part II of the Interstate Commerce Act, as 
amended, and State or municipal authorities may be used. 

(c) A carrier may effect transportation of a shipment of household goods 
through joint carriage with other duly certificated carriers. However, the 


carrier tendered the shipment will notify the officer in writing 
as to the name of the carrier or carriers who will participate in the service 
and advise the officer that the carriers have on file a service 


tender with a military installation or activity. The carrier to whom the ship- 
ment is originally: tendered, and who accepts the shipment, will be shown on 





oo eer 





se or 
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the bill of lading as the initial carrier in the space entitled “Name of Initial 
Transportation Company” and will accept full common carrier liability. 


(d) The carrier will report to the —-- officer the status of 
any shipments not dispatched at the end of the seventh calendar day after date 
of pickup. After the seventh day, the officer has the option 


to remove the shipment from the carrier and engage another carrier to move 
shipment to destination. In such case, settlement of the accrued charges will 
be made with the initial carrier except that no charge will be honored for 
drayage or storage that has occurred. 

(e) Interchange of equipment en route is permitted between authorized car- 
riers providing that all participating carriers have signed or concurred in writ- 
ing and filed with the origin shipping officer a joint household goods service tender 
which specifies that it covers traffic which is to be handled in interchange of equip- 
ment en route without physical transfer of the lading from one van to another. 
If time does not permit accomplishment of a joint tender, participating carriers 
must have on file a tender with a military activity or installation. The name 
of the originating carrier will appear on the bill of lading in the space entitled 
“name of initial transportation company” and the names of all carriers par- 
ticipating in the interchange will appear in the space entitled “via” in the order 
of interchange. 

(f) All packing, materials, all vans and equipment, and the loading and un- 
loading thereof, and all other services, are subject to inspection and approval by 
the ________ officer or by his authorized representative. The inspection shall be 
made in a manner and during such time that will not restrict or unduly delay 
the carrier in the performance of its service. 

(zg) The Government may, prior to loading, reject the services without liability 
for services not rendered, in the event the individual's travel orders are changed 
so as to affect transportation of the goods or if other conditions arise which, in 
the judgment of the ___ _ officer or his authorized representative, make trans- 
portation by such carrier impractical or inadvisable. 

(h) The earrier will acknowledge and settle promptly with the owner all loss 
and damage claims for which the carrier is legally liable. 

(i) The carrier will pack and transport all such shipments to be moved here- 
under with reasonable dispatch and deliver without undue delay said goods to 
destination. The carrier’s liability for any delay will be limited to the provisions 
of its tariff and terms and conditions of the bill of lading. Destination delivery 
instructions or authority for storage in transit in lieu thereof shall be furnished 
the carrier prior to or at time of pickup. Whenever, upon occasion a date for 
delivery is agreed upon, carrier shall deliver property upon agreed date or as 
close thereto as possible. 

(j) Pickup will be made on the specific dates agreed upon, between the hours 
of seven a. m. and six p. m., unless the property owner gives specific and advance 
approval to a change in dates or hours. Delivery to military installations or 
activities will not be made on Saturdays, Sundays, or holidays unless the carrier 
has sufficiently advised the commanding officer or his representative in advance 
of the arrival of the household goods and the commanding officer or his representa- 
tive has no objection to such delivery. 

(k) Subject to Paragraph 2 (a) above, all costs incurred by the carrier will be 
included in the line-haul rate except the following: (1) costs caused by acts of 
God, the public enemy, the acts of public authority, quarantine, riots, strikes, 
perils of navigation, or the act of default of the shipper or owner, and (2) costs 
incurred by physical inaccessibility of the residence to the road haul van 
assigned. 

(1) The tare weight of each vehicle used in the transportation of household 
goods shall be determined by having it weighed prior to the transportation of 
each shipment, without the crew thereon, by a certified weighmaster or on a cer- 
tified scale, and when so weighed the gasoline tank on each such vehicle shall be 
full and the vehicle shall contain all blankets, pads, chains, dollies, hand trucks, 
and other equipment needed in the transportation of such shipments. The ear- 
rier will retain in the vehicle, subject to inspection, a weighmaster’s certificate 
or weight ticket as to each such vehicle showing the tare weight, the date weighed, 
and a list of such equipment. After the vehicle has been loaded it shall be 
weighed, without the crew or any other person or thing thereon’ other than the 
load of the household goods being transported plus the material and equipment 
thereon, when weighed as prescribed in the first sentence of this subparagraph 
(1), prior to delivery of the shipment and the net weight shall be determined by 
deducting the tare weight from the loaded weight. In the transportation of part 
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loads the provisions of this paragraph shall apply in all respects except that the 
gross weight of the vehicle containing one or more part loads shall be used as 
the tare weight of such vehicles as to part loads subsequently loaded thereon. 
Except when otherwise approved by the — — officer concerned, the bill 
of jadi when submitted for payment by the carrier will be accompanied by 
such duly certified weighmaster’s certificate All tare, gross, and net weights 
sl he properly certified to by the person or persons who ascertain such weights. 


soe 


Constructive weights (seven pounds per cubie foot) will rarely be used and only 
ul ( thoriz on of the —— officer. 

Storage in transit of sh nts covered by this tender is the holding of 
the shipment in the warehouse of the carrier or its agent for storage pending 
further transportation. Such storage period shall not exceed the time limit pro 
vided in the carrier’s tariff. When storage in transit is desired, the bill of lading 

be annotated to show “storage in transit is authorized” and if the - — 

officer desires such storage at origin or destination, the annotation will be “stor 
age in transit is authorized and will be at origin” or “storage in transit is author- 
ZO ( be at destinatior The name of the warehouse will not be speci 
fied the officer. The carrier will take reasonable precautions 
t nsure that warehouses used are reputably operated, clean, dry, sanitary, and 
free of sects and vermil Destination delivery instructions or authority for 
st ice in transit in lieu thereof shall be furnished the carrier prior to or at 
t e of pickup 


(n) In conjunction with the owner or his agent, the carrier shall prepare in 
triplicate an inventory list of all articles received, bearing the signature of the 
owner or his agent together with the signature of the representative of the car 
rier, both certifying to the correctness of the inventory. 

(o) A certificate itemizing the accessorial (additional) services performed will 
be prepared and signed by the carrier and the owner or his agent in connection 
with household goods shipped under this tender (Appendix I). 

(p) Packing will be performed in accordance with specifications attached 
hereto (Appendix IT). 

(q) Subject to applicable charges, carrier will upon request of the —————— 
officer, hold, reconsign, divert, or reroute in transit any shipment at the first 
point where such required action can be accomplished. 

6. Carrier understands that submission of this service tender to the shipping 
activity is prerequisite to consideration in the selection of carriers for shipments 
of household goods, that it does not obligate the Government in the distribution 
of traffic, and that such submission indicates that carrier is qualified, willing, 
and able to accept shipments from that activity and seeks such business under 
the terms hereof 

1. This offer shall be effective upon the date first above written, shall continue 
in effect until withdrawn by the carrier upon thirty (30) days’ notice in writing 
to the officer (or his successor) to whom tendered, and shall, 
while effective, be applicable only to shipments of household goods which the 
undersigned carrier moves and services on Government bills of lading or pur 
chase orders and shall form a part of the conditions thereof. 

». This tender of service is not a rate tender. 
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Dat 
ACCESSORIAL SERVICES CERTIFICATE — 







Each space under "Packing 
the number of packing and the material 
will be inserted opposite the appropri 
ame of activity or installation 





Place from 


INSTRUCTIONS 
Services" and "Other Services" will be completed with 


services furnished, or the word 
ate item when applicable. 
Bill of Lading Number 


"none" 





Shipment Number 


Date of Shipment 


| 








] 



































Name of owner Grade |Service Number 
PACKING SERVICES [Nu BER | PACKING § __ NUMBER 
Boxes, wooden | |Barrels 
not over 5 cubic feet Cartons | 
- ee eee — — + 
over § cubic. feet, not over 10 | not over 3 cubic feet 
-—— —- + 
over 10 cubic feet, not over 15 | over 3 cubic feet, not over 6 
cai ‘a t é Bias 
@ | 
over 15 cubic feet, not over 25) over 6 cubic feet 
4 = a on 
Crates, wooden Mattress carton 
satan } a : 
| 
cubic feet Wardrobe 





Storage intransit 


Number | At (City and S 


of Days 











Explanation or remarks 





I certify that this carrier has performed the accessorial service 


Name of Carrier 


T nat 
vate 


I certify that accessorial service 


e 


8 





Date 






orm 
DD 1 Ror 52 619 


ENCE 





| Signature & title of carrier's official 
| 


tL 


indicated above were performed by the Carrier. 
Signature and grade of property owner 


ISURE 5 
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Enclosure 4 


\l pix Il 

















Al 
> 
\ or fiberboard boxe Ist s specified hereinafter shall be as follows: 
v ‘ } \\ ad sw wire-bound wood, 
( gated fiber, o olid fiber boxes, Boxes shi be new or in sound condition ; 
if w the sl he free o marks pertainil to any previous shipment 
in » the art s being packed. Doxes may be 
b plywood, or sé | fiber; they sha be well manufactured and 
f ( mperfections which may aifect their util Size and spacing of nails 
W ac ince with the best commer pl ce All unclinched nails 
= t | ( it “ che i ‘ t ch 
f 
( ifs lon » used for packing linens, books, 
I g mp de used shall be adequate for the 
ve adi from acid, paint, grease, and 
ot! subs es il to the articles to be 
| ! bye e walls and ends of the 
corrugated or solid fiber cartons shall be of a mini age bursting strength 
pel juare inch of 200 pounds. The inside dimensions of the carton length, 
widt nd depth totaled sha not exceed 75 inches with weight limitation of 
6) Poul dd kKkgg crates, orange crates, and simila ty pe boxes will not be used. 
Is rels and fiber drums 
Wooden barrels, fiber drums, or specially designed fiber containers of not less 
th standard barrel capacity, are to be used for packing glassware, chinaware, 
br i-brac, table-lamp Db: d other small fragile articles All such con- 
tainers, whether new or used, must be clean, in sound condition, and free of all 
neces Which might be injurious to the owner or his agent or to the material 
cked thereil Fiber drums will not cont more than 120 pounds and 
side-wall bursting strength per square inch of a minimum average 
of 650 pound Corrugated containers size 20’’ x 20’’ x 30’’ used in lieu of a 
I el may be used for packing Che side walls and ends of the containe shall 
| imum average bursting strength per square inch of 350 pounds, Not 
I in 120 pounds o ( s ep tl ‘ 
4. I ma ( 
( 1 qu excels vool excel ! ed paper k 
fiberboard or ] aiper sl e used fille or g pack 
ng I ru erial s i be « I | free tro vermin o substances 
l t i cle » be packed 
Ney r gx i quailty used Woo excelslol r shredded pape pads, or other 
eq suitable material, shall be used when required 
{ j ij 
\ pping paper used shall be new or clean, kraft type of not less than 
weight ex othe pl d herein 
7 / / edted 
d paper u 1 a be manila wax or equivalent of not less than 30 
ire d paper may be used if of “butcher” paper type, free from 
CI S 1d 1 5 
B. MA ER OF PACKIN( 


1. All packing shall be performed in a manner requiring the least cube meas 
urement, producing a package that will withstand normal movement by motor 
van without damage to container or contents and at a minimum of weight. Fur- 





oe oe nee 
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ther, the number and weight of containers will not be greater than necessary to 
accomplish efficient movement 
9 


2. All finished surfaces shall be so protected as to prevent scratching or marring. 
3. The use of damp, wet, or unclean packing materials is prohibited 
4. Care shall be exercised to prevent loss oO dan 


ige of household goods in 
process of packing, and carrier shall properly and amply protect household 
effects in its possession by paper protective measures by not piling effects in a 
manner likely to cause damage. 

5. When*necessary for safe transportation, or storage-in-transit ill barrels, 
or fiber drums shall be securely headed. When headed the barrels or fibe lrums 
shall be marked “This End Up.” 

( DETAILED REQUIREMENTS 
1. Books 

Books shall be placed in a carton or box. Pack Woks Of r size to 
gether in rows, insert pads of solid or fiberboard between the rows, pack tightly, 
wedge with pads or pape if necessary to fill out carton and prevent cl fing 
Books normally shall not be packed more than two rows high in a carton or box. 


2. Chinaware, glassware, crockery, lamps, clock, jardinieres, statuary, vases, and 


bric-a-brae 


Each barrel shall be padded in the bottom with sufficient excelsior, shredded 
paper, newspaper, or other adequate cushion material. Items shall be wrapped 
separately, except groups of flat items properly divided may be wrapped in 
bundles properly cushioned. The heaviest items shall be placed in the bottom, 
the lightest items on top. Barrel should be packed as compactly as possible. 
Padding should be pressed gently but firmly around each item and as many pieces 
be put in the containers as possible with safety. Any surface or edge of an 
article that is fragile must be protected by cushioning. Stemware should be 
packed in containers bottom side up, and bundles of flatware should be placed 
in containers on edge. 


8. Electrical equipment—fans, heaters, portable stoves, sun lamps, vibrators, and 
like items 

When necessary to protect the items for safe transportation or storage in trans- 
it they shall be completely wrapped in paper or newspaper and packed in a box 
or other suitable container with enough padding to provide insulation necessary 
to prevent contact of one article with another and to eliminate movement of any 
article in the box or container. When packing is not necessary, the items shall 
be properly wrapped or padded for protection. 
4. Kitchenware 

All kitchenware, flat irons, electric irons, etc., shall be packed and padded into 
boxes, barrels, cartons, or other suitable containers. The heavier items shall 
be kept to the bottom of the container and the lighter items to the top of the 
container. 
5. Linen, draperies, clothing, and like items 

When not considered as safe for carriage in drawers, chests, dressers, trunks, 
ete., linen, towels, bedding, draperies, clothing (unless wardrobe to be used), 
small pictures, mirrors, and other items of this type shall be packed carefully 
into boxes or cartons which shall be properly sealed at residence. 


6, Virrors, picture gs, glass table tops. and stone table tons 


Large mirrors shall be wrapped and packed in a crate. Specifications for 
packing mirrors are applicable to glass tops, large glass-faced pictures, and all 
other glass articles of this type, except that not more than four furniture mirrors 
will be allowed in any one crate. Stone table tops shall be packed separately. 






7. Lamp shades 

All lamp shades, Christmas ornaments, small toys, and other small items easily 
crushed, shall be wrapped and placed in cartons or boxes and shall be insulated 
from carton or box and from other items. Silk and parchment lamp shades 
shall be wrapped individually with clean paper, not newspaper, and placed in 
eartons or boxes and cushioned to prevent shifting or damage. 
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D. INVENTORY 


The carrier will use diligence to record in the inventory (not applicable to 
the contents of pieces of furniture or containers of any type) any unusual condi- 
tions of the goods so received. The inventory shall list the article of furniture, 
and words such as “household goods” or other general descriptive terms should 
not be used. Special care shall be exercised to insure that the inventory reflects 
the true condition of the property. General terms such as marred, scratched, 
soiled, worn, torn, gouged, and the like, shall be avoided unless they are supple- 
mented with a statement describing the degree and location of the exception. 
Care in the preparation of the initial inventory will assist in protecting the owner 
of the property and the carrier in the event of loss and/or damage. 


E. PREPARATION OF ARTICLES 


Articles having surfaces liable to damage by scratching, marring, or chafing, but 
of sufficient strength to allow other articles to be packed against or on top of same 
in a manner which will make transportation of the entire shipment safe and 
practicable if protected by sufficient wrapping, shall be wrapped at the time of 
loading in furniture pads, covers, burlaps, or wrappers which are a part of the 
earrier’s regular equipment. Any and all servicing necessary to protect the 
mechanical or other functions of washing machines, refrigerators, ironers, sewing 
machines, vacuum cleaners, heaters, ranges, radios, clocks, phonographs, televi- 
sion sets, deep freezers, driers. and other similar items during their transporta- 
tion, shall not be at the responsibility or the expense of the carrier. The servicing 
of such items shall be provided prior to delivery of shipment to carrier for trans- 
portation and without expense to the carrier. 


F. UNPACKING AND UNLOADING AT DESTINATION 


Unloading at destination shall include, when goods are delivered to the owner’s 
residence, the placement of the goods in appropriate rooms of the dwelling so they 
are readily available to the owner’s use. Unpacking service shall be performed 
unless specifically waived by the owner, when goods are delivered to the owner’s 
residence at destination either direct from the carrier’s van or from storage-in- 
transit warehouse. Unpacking service shall consist of the following: (a) Un- 
packing all barrels, boxes, cartons, and/or crates originally packed by the carrier, 
and placement of the contents so they are readily available to the owner. (b) 
Recording all damages found while performing the unpacking and furnishing 
the owner a copy of such record. (c) Removing from the owner’s premises all 
empty containers, packing materials, and other debris accumulated incident to 
unpacking, unless specifically requested otherwise by the owner. 


G. VEHICLES 


Vehicles used in transportation of household goods under this tender (including 
intracity hauls) shall be closed furniture vans, and shall be supplied with suffi- 
cient clean and sanitary pads, covers, and other protective equipment to insure 
safe transit and delivery of goods in undamaged condition. The tail gate of vans 
will not be used for loading of household goods unless otherwise approved by the 
ordering officer, owner, or his agent In the event tail-gate loading is authorized, 
such loading will not go beyond the tail gate itself. 


DEPARTMENT OF THE NAVY 
BUREAU OF SUPPLIES AND ACCOUNTS 


Washington 25, D. C. 
BuSandA 4050.54 
H6 
31 October 1952 
3USANDA INSTRUCTION 4050.54 


From: Chief, Bureau of Supplies and Accounts 
To: Distribution List 
Subj: Shipment of household goods by commercial motor van carrier 
Ref : 
(a) Department of Defense Directive 4500.13 of 17 Oct 1952 
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(b) BuSandA Instruction 4050.8 of 4 Jan 1952 
Encl: (1) Household Goods Service Tender with Appendices I and II 


Z. Pur pose 
The purpose of this instruction is to promulgate and implement reference (a) 

which revises the Household Goods Service Tender and its appendices, the Acces- 

sorial Services Certificate (DD Form 619) and the Packing Specifications, 

2. Superse ded instruction 

7 


Bureau of Supplies and Accounts Instruction 4050.5 of 17 April 1952 is cancelled 


and superseded by this instruction. 
8. Effective date 
This instruction is effective 15 November 1952 


4. Statutory authority and basic regulations 

The statutory authority for the transportation of household goods of un 
formed personnel at government expense is contained in Section 303 (c) of the 
Career Compensation Act of 1949 (65 Stat. S02). Basic regulations are set forth 


in Joint Travel Regulations promulgated jointly by the Secretary of the Army, 
the Secretary of the Navy, the Secretary of the Air Force, the Secretary of the 
Treasury, the Secretary of Commerce, and the Federal Security Administrator. 
Joint Travel Regulations, Chapter 8, provides that shipments of household goods 
for military personnel may be made at government expense without regard to 
comparative costs; that is, by ordinary rail, water or motor freight, air or rail 
way express, freight forwarder, or commercial van carrier, whichever, in the 
judgment of the shipping officer, will serve the best foreseeable interests of the 
Government and the owner of the property 





5. Selection of carrier 

The rule stated above with respect to comparative costs applies only to the 
mode or method of transportation, and does not apply to the selection of an indi- 
vidual carrier within a given category. When in the judgment of the shipping 
officer, commercial van service is to be used, selection of the carrier will be deter- 
mined by him based primarily on the requirements of the individual shipment 
and the ecarrier’s ability to perform the required service satisfactorily, and the 
cost of such service to the Government. The foregoing is consistent with Depart- 
ment of Defense policy that selection of a carrier shall be made based on cost, 
safety, expedition, equipment supply, procurement regulations, military necessity 
and the national transportation policy. 
6. Distribution of traffic 

a. Shipping officers will exercise reasonable care to accord equal opportunity 
to motor van carriers who meet the requirements of these regulations to partic- 
ipate in the transportation of household goods. A motor van carrier which is 
known not to have proper operating authority from a federal, state, or other 
regulatory body, provided such carriers are regulated, will not be employed for 
the transportation of household goods. Shipping officers will bring to the atten 
tion of their Commanding Officers any evidence of collusion, discrimination, or 
other irregular practices for reference to proper authority for appropriate action. 

b. Each motor van carrier selected will be qualified, willing, and able to per- 
form service which will in the judgment of the shipping officer serve the best 
foreseeable interests of the Government and the property owner. Subject to the 
conditions previously set forth, traffic will be equitably apportioned among the 
carriers offering the lowest cost service to the Government. Each shipping officer 
will maintain a list of such eligible carriers for the purpose of traffic rotation. 
When a low cost satisfactory carrier is not available, a higher cost satisfactory 
carrier may be used if in the judgment of the shipping officer the best interests 
of the Government and the owner will be served. 


7. Rates 

Except as provided hereinafter, rates and charges which are applied in con- 
nection with the transportation of household goods by motor van carriers will be 
those rates and charges lawfully on file with a federal, state, or other regulatory 
body. Unsolicited tenders of rates or charges lower than those stated in tariffs 
mentioned ahove will be accepted by shipping officers and no review by or distri 
bution to the Bureau of Supplies and Accounts is required unless requested, ex- 
cept as provided herein. The unsolicited tender of rates or charges will become 
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charges upon which, together with other factors, consideration of the 
use of that motor van carrier will be based. Any “standing” tenders of reduced 
rates or charges below tariffs by a motor van carrier will be in writing and 
recorded in the local shipping office. There are a few Section 22 quotations on 
household goods by motor van which have been accepted by BuSandA for the 
Department of the Navy Copies of these quotations have been forwarded to 
shipping activities as appropriate. These quotations may be used until such 
time as BuSandA advises that they are no longer applicable. In accepting un- 
solicited quotations from carriers, shipping officers will exercise extreme care to 
avoid accepting or using any quotation which establishes a level of rates higher 
than the rates named in an existing quotation from the van carrier. Any corre 
spondence from carriers relating to the cancellation, modification, amplification, 





et f an existing quotation which has been accepted by BuSandA will be re 
ferred to BuSandaA for action. Information relative to mass or volume move 
ments of household goods on which negotiation for preferential rates appears to 


be in order will be referred to BuSandaA, 


x 
~ 


yagement of Service 


] 


Government bills of lading will be used to cover the performance of trans- 
portation service including packing, drayage (at point of origin and at destina- 
tion), storage in transit, unpacking at destination, and other authorized acces- 
sorial services when performed in connection with the line-haul transportation 
of household gor ds by motor van carriers, 





9, EBrecution and distribution of service tender 


The shipping officer will acquaint himself with the published rates, facilities, 
and services of motor van carriers in his area. The shipping officer will provide 


two coples (repr duced locally) of enclosure 1) (Household Goods Service 
fender with Appendices I and IT thereto) to each such carrier or his local agent 
for ¢ u mn The original Household Goods Service Tender, after execution 


by the carrier or his bona fide agent, will be assigned an identifying local serial 
number and retained in the files of the shipping officer. The duplicate copy of 
e Household Goods Service Tender will be retained by the carrier or his local 
agent Service tenders properly accomplished by carriers will not be rejected. 
Supplements or changes to the service tender as specified by this instruction are 
not authorized Execution of the Household Goods Service Tender by the motor 
rent and filing with the shipping officer is a prerequisite 
to consideration of any stch motor van carrier to participate in the transportation 
of household goods of Ni vy personnel. 


van earrier or his local : 





10. Ge rnment bills of lading and supporting papers 
(a) A government bill of lading will be prepared and executed in accordance 
with present procedures. In addition thereto, the following information will be 
shown under “Description of Articles’ on the government bill of lading for each 

shipment of household goods: 
(1) Gross, tare, and net weights, if such information is available at the 
time the bill of lading is prepared: and, 

2) Serial number and date of the Household Goods Service Tender; and 
(3) Tariff number, if any, under which the shipment is being transported. 
ariff is not the normally applicable tariff of the carrier concerned, 
he word “Special” will be added in parentheses (in addition the SandA 
control number of the quotation will be inserted on the bill of lading on any 
pment moving under a rate quotation which has been accepted by 








1) Rate(s) and charge(s) per ewt., or other definable measure, applying 
on the shipment, when ascertainable at the time the bill of lading is prepared. 
If such rate(s) and charge(s) are not the normally applicable tariff rate(s) 
or charge(s) of the motor van carrier concerned, the word “Special” will be 
ided i parentheses 

(b) Government bills of lading and supporting papers will be processed as 
provided in paragraph 12. The government bill of lading will be issued in the 
name of the carrier and not in the name of the agent. The agent’s name may be 
shown in parentheses after the name of the carrier. 








11. Erecution of Accessorial Services Certificate (DD Form 619) 

A certificate verifying the accessorial services rendered by a motor van carrier 
in connection with line-haul transportation must be executed in triplicate by the 
motor van carrier and the property owner (see Appendix I to encl. (1)). Supplies 
of the old DD Form 619 currently on hand may be used until exhausted. 
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12. Proce SSing of government hills of lading and supporting pa pe rs 

(a) Immediately, or as soon as possib e aiter pl kup of the household goods, 
the carrier will furnish the ordering activity: 

(1) Two memorandum copies of the applicable bill of lading showing 
gross, tare and net weights, signature of the carrier’s agent, date of dispatch 
of shipment by the carrier, the actual transportation rate 
accrued, 

(2) One copy of weight certificate. 

(3) One copy of carrier’s inventory list 

(b) Carrier will furnish the property owner or his agent at time of pick up: 

(1) One memorandum copy of government bill of lading. 
(2) One copy of carrier’s inventory list. 
(3) Copy of completed Accessorial Services Certificate (DD Form 619). 

(c) Carrier will submit to the ordering shipping officer for purpose of receiv- 
ing payment: 

(1) Original and one copy of accomplished bill of lading. 

(2) Original and one copy of public voucher, Standard Forms 1113 and 
lilsa. 

(3) Original weight certificate. 

(4) One copy of carrier’s inventory list. 

(5) Original and one copy of Accessorial Services Certificate (DD Form 
619). 

(6) Two copies of carrier’s bill of lading, freight bill, or combination form. 

(d) To facilitate timely payment to the carrier the shipping officer will: 

(1) Promptly assemble and review the voucher and supporting papers in 
accordance with reference (b). 
(2) Promptly dispatch such papers to the Navy Regional Accounts Office, 
Washington, D. C., for payment. 

(e) Shipping officers will not require carriers to furnish accomplished govern- 
ment bills of lading and supporting papers other than those listed nor will they 
require copies in numbers greater than indicated. The “Consignee’s Certificate 
of Delivery” will be accomplished in all instances by the consignee or his bona 
fide agent. When the carrier’s agent is to receive settlement for the services 
on joint billing, the line haul carrier/carriers will be required to furnish a 
certificate or waiver with his voucher and supporting pupers. 


‘+, and total charges 


13. Action required 

It is requested that each designated household goods shipping activity within 
the United States reproduce the Household Goods Service Tender together with 
Appendix II in sufficient numbers to provide carriers or carriers’ agents in his 
area with copies for execution and return to the activity as soon after 15 Novem 
ber 1952 as is practicable. The words “supply officer’ should be inserted in lieu 
of “__.._____~ officer” in the service tender. 
14. Traffic management responsibility 

In establishing the policy and procedures outlined in this instruction BuSandA 
has delegated considerable traffic management responsibility to field shipping 
officers. The bill of lading itself, properly annotated, as required by paragraph 9, 
is the basic document which will determine the rate at which the carrier will be 
paid and also will be the basis for review and audit by the General Accounting 
Office. Therefore, it is essential that every precaution be taken to insure a 
clear and complete understanding by the shipping officer and the carrier as to 
tariff rules and regulations and rates which will apply on the shipment. 

W. W. HoNAKER, 
Acting Chief of Bureau. 
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HovusEHOLD GoopDs ‘SERVICE TENDER 


To Date — - ‘. a - - 
(Name of Installation or Activity) Service Tender No. 
Name of Carrier ss is 

The undersigned motor carriers (hereinafter called the carrier) representing 
that it is a motor carrier qualitied under Part Il of the Interstate Commerce 
Act and/or laws of the State of nave to perform van service, does offer as 
follows: 

1. Subject to the availability of equipment, ability to serve, and reasonable 
notice, the carrier will accept as required or permitted by law shipments of 
household goods as defined by the Interstate Commerce Commission that are 
tendered to it on Government bills o lading issued by the oflicer ot 
the activity designated above, and to furnish moving service (including packing, 
loadi at origin, unpacking and placing in quarters or at storage warehouse 
platform at destination) for the moving of such household goods and effects 
in n service from and to the places stated on such Government bills of lading, 


subject to the carrier's tariff rates as maximum and subject further to any 
lower rates and charges proffered by the carrier applicable to such shipments. 
Purchase Orders may be issued in lieu of the Government bill of lading, but 
only with respect to local drayage or other types of local service. 

2. Carrier further agrees that: 

(a) The agreed legal rates for such moving service will include transportation, 
placing in quarters or storage (as designated by the owner or his agent), but 
will not include accessorial services unless specifically noted to the contrary 
on the fact of the Government bill of lading or purchase order. 

(b) All such shipments will be moved from point of origin through to destina- 
tion in vehicles owned or operated in accordance with recognized practices of 
the Interstate Commerce Commission, except that in case of accidents or break- 
down en route, first class, padded, waterproof vans operated by other motor 
carriers properly qualified under Part II of the Interstate Commerce Act, as 
amended, and State or municipal authorities may be used. 

(c) A carrier may effect transportation of a shipment of household goods 
through joint carriage with other duly certificated carriers. However, the 


carrier tendered the shipment will notify the ~__-_~- _.. officer in writing as 
tu the name of the carrier or carriers who will participate in the service and 
advise the officer that the carriers have on file a service tender with 


a military installation or activity. The carrier to whom the shipment is origi- 
nally tendered, and who accepts the shipment, will be shown on the bill of lading 
as the initial carrier in the space entitled “Name of Initial Transportation Com- 
pany” and will accept full common carrier liability. 


(7) The carrier will report to the —_ = officer the status of any ship- 
ments not dispatched at the end of the seventh calendar day after date of pickup. 
After the seventh day, the ae ._ officer has the option to remove the 


shipment from the carrier and engage another carrier to move shipment to 
destination. In such case, settlement of the accrued charges, will be made with 
the initial carrier except that no charge will be honored for drayage or storage 
that has occurred. 

(e) Interchange of equipment en route is permitted between authorized carriers 
providing that all participating carriers have signed or concurred in writing and 
filed with the origin shipping officer a joint household goods service tender which 
specifies that it covers traffic which is to be handled in interchange of equipment 
en route without physical transfer of the lading from one van to another. If time 
does not permit accomplishment of a joint tender, participating carriers must 
have on file a tender with a military activity or installation. The name of the 
originating carrier will appear on the bill of lading in the space entitled “name 
of initial transporation company” and the names of all carriers participating in 
the interchange will appear in the space entitled “via” in the order of interchange. 

(f) All packing, materials, all vans and equipment, and the loading and un- 
loading thereof, and all other services, are subject to inspection and approval 
by the_- _....officer or by his authorized representative. The inspection 
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shall be made in a manner and during such time that will not restrict or unduly 
delay the carrier in the performance of its service 

(7) The Government may, prior to loading, reject the services without liabil- 
ity for services not rendered, in the event the individual’s travel orders are 
changed so as to affect transportation of the goods or if other conditions arise 
which, in the judgment of the officer or his authorized representative, 
make transportation by such carrier impractical or inadvisable 

(h) The carrier will acknowledge and settle promptly with the owner all 
loss and damage claims for which the carrier is legally liable ° 

(i) The carrier will pack and transport all such shipments to be moved here 
under with reasonable dispatel 


1 and deliver without undue delay said goods to 
destination. The carrier’s liability for any delay w be limited to the provisions 
of its tariff and terms and conditions of the bill of ladin Destination delivery 
instructions or authority ior storage-in-transit in 1 thereof shall be furnished 


the carrier prior to or at time of pick-up. Whenever, upon occasion a date for 
delivery is agreed upon, carrier shall deliver property upon agreed date or as 
close thereto as possible. 

(j) Pick-up will be made on the specific dates agreed upon, between the hours 
of seven a. m. and six p. m., unless the property owner gives specific and 
advance approval to a change in dates or hours. Delivery to military installa 
tions or activities will not be made on Saturdays, Sundays or holidays unless 
the carrier has sufficiently advised the commanding officer or his representative 
in advance of the arrival of the household goods and the commanding officer or 
his representative has no objection to such delivery 

(k) Subject to Paragraph 2 (a) above, all costs incurred by the carrier will 
be included in the line-haul rate except the following (1) costs caused by acts 
of God, the public enemy, the acts of public authority, quarantine, riots, strikes, 
perils of navigation, or the act of default of the shipper or owner, and (2) costs 
incurred by physical inaccessibility of the residence to the road haul van assigned 

(1) The tare weight of each vehicle used in the transportation of household 
goods shall be determined by having it weighed prior to the transportation of 
each shipment, without the crew thereon, by a certified weighmaster or on a 
certified scale, and when so weighed the gasoline tank on each such vehicle shall 
be full and the vehicle shall contain all blankets, pads, chains, dollies, hand 
trucks, and other equipment needed in the transportation of such shipments. The 
carrier will retain in the vehicle, subject to inspection, a weighmaster’s certificate 
or weight ticket as to each such vehicle showing the tare weight, the date weighed, 
and a list of such equipment. After the vehicle has been loaded it shall be 
weighed, without the crew or any other person or thing thereon other than the 
load or the household goods being transported plus the material and equipment 
thereon, when weighed as prescribed in the first sentence of this subparagraph 
(1), prior to delivery of the shipment and the net weight shall be determined by 
deducting the tare weight from the loaded weight. In the transportation of 
part loads the provisions of this paragraph shall apply in all respects except 
that the gross weight of the vehicle containing one or more part loads shall be 
used as the tare weight of such vehicles as to part loads subsequently loaded 
thereon. Except when otherwise approved by the —_- _._ officer concerned, 
the bill of lading when submitted for payment by the carrier will be accompanied 
by such duly certified weighmaster’s certificate. All tare, gross, and net weights 
shall be properly certified to by the person or persons who ascertain such weights. 
Constructive weights (seven pounds per cubic foot) will rarely be used and only 
upon the authorization of the —- officer. 

(m) Storage intransit of shipments covered by this tender is the holding of 
the shipment in the warehouse of the carrier or its agent for storage pending 
further transportation. Such storage period shall not exceed the time limit 
provided in the carrier’s tariff. When storage intransit is desired, the bill of 
lading will be annotated to show “storage intransit is authorized” and if the 
_......... Officer desires such storage at or’gin or destination, the annotation will 
be “storage intransit is authorized and will be at origin” or “storage intransit is 
authorized and will be at destination.” The name of the warehouse will not be 
specified by the ______--_-_- officer. The carrier will take reasonable precautions 
to insure that warehouses used are reputably operated, clean, dry, sanitary, and 
free of insects and vermin. Destination delivery instructions or authority for 
storage intransit in lieu thereof shall be furnished the carrier prior to or at 
time of pickup. 
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onjunction with the owner or his agent, the carrier shall prepare in 
i eceived, bearing the signature of the 
r or his agent together with the signature of the representative of the 





carrie both certifying to the correctness of the inventory. 





0 \ certificate itemizing the accessorial (additional) services performed will 
‘ repared and signed by the carrier and the owner or his agent in connection 
th household goods shipped under this tender (Appendix I). 
| Ww be performed in accordance with specifications attached 
here Appendix II 
( Subject to applicable charges, carrier will upon request of the 
office ho reconsign, divert r reroute in transit any shipment at the first 
requ red HCLLON ¢ be accompli hed 
( rier understands that submis n of this service tender to the shipping 
act prereq ite to consider in the selection of carriers for shipments 
he | goods, that it does not obligate the Government in the distribution 
of c¢, and tha ih submission indicates that carrier is qualified, willing, 
! e to accept shipments fre that activity and seeks such business under 
he terms hereof 
t. ‘I . ‘ fe ( he d first above written, shall continue 
ect until withdrawn by the carrier upon thirty (30) days’ notice in writing 
the officer (or his sucee r) to whom tendered, and shall, while 
effective, be applicable only to shipments of household goods which the under 
ed irrier moves and services on Government bills of lading or purchase 
1 l rm part of the m ns thereof 
I tende! sf l is hota te tender 


APPENDIX II 
PACKING SPECIFICATIONS 


A. GENERAIT 


Wood or fiberboard boxes used as specified hereinafter shall be as follows: 
wood-cleated fiberboard, wood-cleated-plywood nailed wood, wirebound wood, 
cor! ited fiber, or solid fiber boxes. Boxes shall be new or in sound condition ; 
if not new they shall be free of all marks pertaining to any previous shipment 
and free of any substance injurious to the articles being packed. Boxes may be 
made of lumber, plywood, or solid fiber; they shall be well manufactured and 
free from imperfections which may affect their utility. Size and spacing of nails 
will be in accordance with the best commercial practice. All unclinched nails 

hall be either cement coated or chemically etched. 


Cartons 

Cartons of solid or corrugated fiberboard may be used for packing linens, 
books, bedding, lamp shades, draperies, ete. All cartons used shall be adequate 
for the use employed, and must be dry, clean, and free from acid, paint, grease, 
and other substances injurious to the owner or his agent or to the articles to be 
packed, and must be taped or glued after packing. The side walls and ends of 
the corrugated or solid fiber cartons shall be of a minimum average bursting 
treneth per square inch of 200 lbs. The inside dimensions of the carton length, 
width, and depth totaled shall not exceed 75 inches with a weight limitation of 


G5 ll Eeg crates, orange crates, and similar type boxes will not be used. 


Barrels and Fiber Drums 

Wooden barrels, fiber drums, or specially designed fiber containers of not less 
than standard barrel capacity, are to be used for packing glassware, chinaware, 
bric-a-brac, table lamp bases, and other small fragile articles. All such con- 
tainers, whether new or used, must be clean, in sound condition, and free of all 
substances which might be injurious to the owner or his agent or to the material 
to be packed therein. Fiber drums will not contain more than 120 Ibs. and shall 
have a side wall bursting strength per square inch of a minimum average of 
650 lbs. Corrugated containers size 20’’ x 20’’ x 30’’ used in lieu of a barrel 
may be used for packing. The side walls and ends of the container shall be of 
a minimum average bursting strength per square inch of 350 lbs. Not more 
than 120 lbs. of material shall be packed therein. 
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}. Filler Material 


Good quality wood excelsior, wood wool excelsior, shredded paper, “kimpak,” 
newspaper, fiberboard, or kraft paper shall be used as a filler for general packing. 
Filler material shall be clean, dry, and free from vermin or any substances 
injurious to the articles to be packed. 


5. Padding 


New or good quality used wood excelsior or shredded-paper pads, or other 
equally suitable material, shall be used when required. 


6. Pape e Wrapping 


All wrapping paper used shall be new or clean, Kraft type of not less than 
30 pounds weight except as otherwise provided herein 


7. Paper—Marked or Treated 


All waxed paper used shall be manila wax or equivalent of not less than 30 
pounds weight. Treated paper may be used if of “Butcher” paper type, free from 
creases and folds. 


B. MANNER OF PACKING 


1. All packing shall be performed in a manner requiring the least cube 
measurement, producing a package that will withstand normal movement by 
motor van without damage to container or contents and at a minimum of weight. 
Further, the number and weight of containers will not be greater than neces- 
sary to accomplish efficient movement. 

2. All finished surfaces shall be so protected as to prevent seratching or 
marring. 

3. The use of damp, wet, or unclean packing materials is prohibited. 

4. Care shall be exercised to prevent loss or damage of household goods in 
process of packing, and carrier shall properly and amply protect household effects 
in its possession, by proper protective measures, by not piling effects in a manner 
likely to cause damage. 

5. When necessary for safe transportation, or storage-in-transit, all barrels 
or fiber drums shall be securely headed. When headed, the barrels or fiber drums 
shall be marked “This End Up.” 


C, DETAILED REQUIREMENTS 
F Bool s 


Books shall be placed in a carton or box. Pack all books of similar size together 
in rows, insert pads of solid or fiberboard between the rows, pack tightly, wedge 
with pads or paper if necessary to fill out carton and prevent chafing. Books 
normally shall not be packed more than two rows high in a carton or box. 


2. Chinaware, glassware, crockery, lamps, clock, jardinieres, statuary, vases, and 
bric-a-brac 

Each barrel shall be padded in the bottom with sufficient excelsior, shredded 
paper, newspaper, or other adequate cushion material. Items shall be wrapped 
separately, except groups of flat items properly divided may be wrapped in bundles 
properly cushioned. The heaviest items shall be placed in the bottom, the lightest 
items on top. Barrel should be packed as compactly as possible. Padding should 
be pressed gently but firmly around each item and as many pieces be put in the 
containers as possible with safety. Any surface or edge of an article that is 
fragile must be protected by cushioning. Stemware should be packed in con- 
tainers bottom side up, and bundles of flatware should be placed in containers 
on edge. 


5. Electrical equipment—fans, heaters, portable stoves, sunlamps, vibrators, and° 
like items 

When necessary to protect the items for safe transportation or storage-in- 
transit they shall be completely wrapped in paper or newspaper and packed in a 
box or other suitable container with enough padding to provide insulation neces- 
sary to prevent contact of one article with another and to eliminate movement 
of any article in the box or container. When packing is not necessary, the items 
shall be properly wrapped or padded for protection. 
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4. Kitchenware 

All kitchenware, flat irons, electric irons, ete. shall be packed and padded into 
boxes, barrels, cartons, or other suitable containers. The heavier items shall be 
kept to the bottom of the container and the lighter items to the top of the 
container 


5. Linen, draperies, clothing, and like items 
When not considered as safe for carriage in drawers, chests, dressers, trunks, 


ete., linen, towels, bedding, draperies, clothing (unless wardrobe to be used) 
small pictures, mirrors and other items of this type shall be packed carefully 
into boxes or cartons Which shall be properly sealed at residence, . 


6. Mirrors, pictures, glass table tops and stone table tops 

Large mirrors shall be wrapped and packed in a crate. Specifications for 
packil mirrors are applicable to glass tops, large glass faced pictures and all 
other glass articles of this type, except that not more than four furniture mirrors 


will be allowed in any one crate. Stone table tops shall be packed separately. 
7. Lampshades : 
\] iunpshades, Christmas ornaments, small toys, and other small items easil) 


‘rushed, shall be wrapped and placed in cartons or boxes and shall be insulated 
i carton or box and from other items. Silk and parchment lampshades shall 
e wrapped individually with clean paper, not newspaper, and placed in cartons 
or boxes and cushioned to prevent shifting or damage. 


D. INVENTORY 


The carrier will use diligence to record in the inventory (not applicable to the 
contents of pieces of furniture or containers of any type) any unusual conditions 
of the goods so received. The inventory shall list the article of furniture and 
words such as “household goods” or other general descriptive terms should not 
be used. Special care shall be exercised to ensure that the inventory reflects the 
true condition of the property. General terms such as marred, scratched, soiled, 
worn, torn, gouged, and the like, shall be avoided unless they are supplemented 
with a statement describing the degree and location of the exception. Care in 
the preparation of the initial inventory will assist in protecting the owner of 
the property and the carrier in the event of loss and/or damage. 


I PREPARATION OF ARTICLES 


Articles having surfaces liable to damage by scratching, marring, or chafing, 
but of sufficient strength to allow other articles to be packed against or on top 
of same in a manner which will make transportation of the entire shipment safe 
and practicable if protected by sufficient wrapping, shall be wrapped at the time 
of loading in furniture pads, covers, burlaps, or wrappers which are a part of 
the carrier’s regular equipment. Any and all servicing necessary to protect 
the mechanical or other functions of washing machines, refrigerators, ironers, 
sewing machines, vacuum cleaners, heaters, ranges, radios, clocks, phonographs, 
television sets, deep freezers, dryers, and other similar items during their trans- 
portation, shall not be at the responsibility or the expense of the carrier. The 
servicing of such items shall be provided prior to delivery of shipment to carrier 
for transportation and without expense to the carrier. 


F. UNPACKING AND UNLOADING AT DESTINATION 


Unloading at destination shall include, when goods are delivered to the owner’s 
residence, the placement of the goods in appropirate rooms of the dwelling so they 
fre readily available to the owner's use. Unpacking service shall be performed 
unless specifically waived by the owner, when goods are delivered to the owner’s 
residence at destination either direct from the carrier’s van or from storage-in- 
transit warehouse. Unpacking service shall consist of the following: (a) Un- 
packing all barrels, boxes, cartons, and/or crates orginally packed by the carrier 


and placement of the contents so they are readily available to the owner. 
() Recording all damages found while performing the unpacking and furnishing 
the owner a copy of such record. (c) Removing from the owner’s premises all 


empty containers, packing materials, and other debris accumulated incident to 
unpacking, unless specifically requested otherwise by the owner. 
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G. VEHICLES 


Vehicles used in transportation of household goods under this tender (including 
intracity hauls) shall be closed furniture vans, and shall be supplied with suffi- 
cient clean and sanitary pads, covers, and other protective equipment to insure 
safe transit and delivery of goods in undamaged condition. The tailgate of vans 
will not be used for loading of household goods unless otherwise approved by 
the ordering officer, owner or his agent. In the event tailgate loading is author- 
ized, such loading will not go beyond the tailgate itself. 


Tas I 
20 October 1952 
Number 4155.1 
MSSR 9 


DEPARTMENT OF DEFENSE DIRECTIVE 
Military Supply System Regulations 


Subject: Uniform Inspection and Acceptance Stamps Prescribed for Use by the 
Military Departments. 


I. PURPOSE 


In the interest of promoting standardization in the procedures for inspection 
and acceptance of material procured by the military departments, in accordance 
with the policy of the Secretary of Defense (Paragraph III D 5 of Department 
of Defense Directive 4000.8—MSSR-1), this directive establishes common designs 
for inspection and acceptance stamps (hereinafter referred to as “stamps”) in 
accordance with the designs shown herewith. 


II. APPLICABILITY 
This directive is applicable to the military departments. 


III. DESCRIPTION AND USI 


The design showing an eagle within a circle shall be used to identify material 
which has undergone only a partial inspection but has been found by the inspector 
to be acceptable to the extent that it has been inspected. 

The design showing an eagle within a square shall be used to indicate that the 
items to which it has been applied have been accepted by the inspector as being 
in conformance with the inspection requirements of the contract or order. 

The Department of Defense stamps will replace the various stamps now in use 
by the Air Force, Navy, and the technical services of the Army. 


IV. TRANSITION 


The Department of Defense stamps are authorized for use by designated per- 
sonnel of the military departments as of this date and shall be in full use in lieu 
of all other stamps as soon as practicable and in any event by 1 July 1953 except 
as specifically authorized by the Director, Defense Supply Management Agency. 
During the transition period every attempt shall be made to institute the use of 
Department of Defense stamps immediately on material inspected under inspec- 
tion interchange agreement. 


V. ACTION REQUIRED 


The military departments shall modify procedures as necessary to prescribe 
the use of Department of Defense stamps. MIL-STD-131, Inspection Stamps, 
will be revised accordingly, by the Office of Standardization. The military 
departments shall submit to the Director, Defense Supply Management Agency, 
for approval, prior to issuance, their regulations, procedures, and instructions 
implementing this directive. Such regulations, procedures, and instructions shall 
be submitted as soon as practicable, but in any event prior to 1 July 1953. 

J. W. Fow rer, 
Rear Admiral, USN, (Ret), 
Director, Defense Supply Management Agency. 
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Inspection and Acceptance Stamps 


1, Steel Stamps 


Inspection 


Acceptance 
R 
T R: 0/8 ose 
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4. The square outline of the steel acceptance stam shall have radii at the 
fou co srs as indicated. 





, / / 
zes D 8 1/8, 1/4, 3/8, 1/2 inch. 





Ze ubber Stamps 


Inspection 


Acceptance 





&. Hubber stamos of appropriate sizes may include serial numbers at the op- 
ti of the departments, Blocks of serial numbers will be assigned to 
the departments on request to the Munitions Board Standards Agency, 

b. Standard sizes 1/4, 1/2, leinch, and 2+ inch, 


3. Stencils 


Inspection Acceptance 


“‘“N — 





Standard sizes 1> - 2 inch, and 34 inch, 
4e 4. The design of the Department of Defense inspection and acceptance stamos has 


been included in the Federal Negister,. 
hibited, 

b. Stamps other than standard sizes required for special vurposes may be used 
subject to approval by Munitions Board Standards Agency. 

c. These stamos replace the various inspection acceptance stamps used by the 
military departments, 


aw 


Unauthorizei reproduction is pros 


Tas J 


28 October 1952 
Number 4105.27 
MSSR 10 


DEPARTMENT OF DEFENSE DIRECTIVE 
Military Supply System Regulations 
Subject: Bidders’ Mailing Lists. 
I. PURPOSE 


The purpose of this directive is to accomplish the implementation of Section 
206.00, Chapter II, of Title I, Personal Property Management, Regulations of 
the General Services Administration, dated 4 September 1952. Implementation 


is in accordance with paragraph IIIA2 of DOD directive No. 4000.8, MSSR1, 
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If. SCOPE 


The GSA Section prescribes the policies and methods with respect to the 
establishment and maintenance of bidders’ mailing lists and provides for the 
use of GSA Standard Form 129 (Bidders’ Maili! 
tion with the operation of bidders’ maili1 


g List Application), in connee- 
ists 


III, APPLICABILITY 


On or after 15 October 1952 bidders’ mailing lists shall be established and 
maintained in accordance with the terms of the GSA Section 206.00 Where 
exceptions and deviations are determined to be necessary, the procedures out- 
lined in paragraph 206.07 of the Section will be followed. 


IV. METHOD FOR O AINING SUPPLI NTAL INFORMATION 


Under the provisions of paragraph 206.07 of the GSA Section, the Military 
Departments may continue to use DD Form 558-1 when supplemental information 


is required from persons or 





desiring to bid on departmental requirements 
V. USE OF BIDDERS’ MAILING LISTS FOR NEGOTIATED PROCUREMENTS 


lor purposes of competitive negotiation, it will be the policy to obtain qualified 
sources of supply by utilizing, to the extent practicable, such bidders’ mailing 
lists aS may be maintained by the procuring offices 


VI. DEPARTMENTAL IMPLEMENTATION 


In accordance with Department of Defense Directive Number 4000.8, dated 
5 September 1952, the Secretaries of the Military Departments shall take the 
action indicated in Section IV, paragraph 2, thereof to implement this directive 
and shall submit revised regulations, procedures, and instructions in duplicate 
to the Munitions Board for approval within 60 days after the date of this 
directive. 

J. D. SMALL, 
Chairman, Vunitions Board. 


380 October 1052 


Number S-4410.3 
MSSR 11 


DEPARTMENT OF DEFENSE DIRECTIVI 
Military Supply System Regulations 


Subject: Policies and Procedures for Implementing Approved Military Urgency 
Determinations (DD-MB (AR & SA) 545) 


(This directive is classified Secret and includes the Department of Defense 
Master Urgency List. The directive is a regular quarterly revision of the 
Master Urgency List and does not introduce any new procedure. ) 


DEPARTMENT OF DEFENSE D 
Military Supply System Regulations 


Subject: Participation by the Military Departments in the Cataloging Program 
of the Department of Defense. 
References : : 
(a) Directive 5126.7, Terms of Reference for the Director of the Defense 
Supply Management Agency, 12 September 1952. 
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(b) Directive 4000.8 (MSSR 1), Establishment of Basic Military Supply 
System Regulations, 5 September 1952. 


I. PURPOSE 


This directive implements paragraph III, D of Department of Defense Direc- 
tive 4000.8, 5 September 1952, and prescribes in broad terms the participation by 
the Military Departments in the Department of Defense portion of the Federal 
cataloging program. Subsequent directives will add to, and expand on, in more 
specific terms, the contents herein. 


Il, AUTHORITY 


Public Law 436, Eighty-second Congress (the Defense Cataloging and Stand- 
ardization Act), established within the Department of Defense the Defense Sup- 
ply Management Agency (DSMA). Reference (a) contains the Terms of Refer 
ence under which the Director, DSMA, shall exercise the authorities and perform 
the duties set forth in Publie Law 436. 


Ill, PARTICIPATION 


The Military Departments will participate in the cataloging program by: 

(a) Completing those portions of the cataloging program within established 
time schedules as assigned by the Office of Cataloging, DSMA, such assignments 
being practical and consistent with their capacity and supply interest 

(b) Providing advice and assistance to the Office of Cataloging in developing 
a single supply catalog that will be of the most practical value to supply functions 
of the Department of Defense 

(ec) Complying with the policies, plans, rules, and procedures established by 
the Office of Cataloging, and by indoctrinating all personnel engaged in catalog 
ing and other supply functions with a comprehensive understanding of the catalog- 
ing program including its scope and objectives 

(d) Developing programs, plans, and schedules, under the direction of the 
Office of Cataloging, for the progressive utilization in all supply functions of the 
catalog data contained in the single supply catalog developed in the Federal 
cataloging program, to the end that existing catalog data and existing catalogs 
will be replaced in accordance with established schedules, 


IV. ADVISORY GROUP 


Each Military Department will appoint one member and one alternate member 
to the Advisory Group, an organizational component. of the Office of Cataloging, 
| Services Administration will be invited to appoint similar member- 
ships to this Group. 

The Advisory Group will, at the instance of the Director, Office of Cataloging, 
advise and assist in the development of cataloging policies, programs, rules and 
procedures incident to the development, establishment and maintenance of the 
single supply catalog. 

Letters from the Military Departments and the General Services Administra- 
tion appointing members, will certify that the appointees have security clearance 
for SECRET information. 


The Genera 


V. IMPLEMENTATION 


In accordance with the provisions of Section IV—2 of reference (b), each Mili- 
tary Department, within thirty (30) days after the date of this directive, will 
furnish the Director, DSMA, for approval the appropriate departmental orders, 
instructions or regulations, incorporating the substance of this directive. 


J. W. Fow ter, 
Rear Admiral, USN (Ret), 
Director, Defense Supply Management Agency. 
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Tas M 
$1 October 1952 
Number 4500.15 
MSSR-13 
DEPARTMENT OF DEFENSE DIRECTIVI 


Military Supply System Regulations 
Subject: Compilation of Passenger Traffic Statisties (DD-—MTS (M)64. ) 
References : 
(a) Directive 5025.1, Department of Defense Dire e System 15 Ay 1952 


(b) Directive 4000.8 (MSSR 1) Military Supply System Regulations, 5 
Septeinber 1952 
(¢c) Directive 4000.9 (MSSR 2) Military Supply Systen 


n Regulations, 5 Sep 
tember 1952 


I. PURPOSI 


The purpose of this directive is to implement Department of Defense Directive 
4000.8, Section IIL G, paragraph 1, by prescribing the policy of the Department 
of Defense with respect to “Compilation of Passenger ‘Traffic Statistics” so that 


the Departments may (1) administer properly the transportation of personnel, 
(2) analyze commercial travel expenditures, (3) negotiate just and reasonable 
fares and charges for the travel of its personnel, (4) be in a position to litigat 

disputes as to fares and charges before regulatory Commissions, (5) evaluate 


properly passenger transportation in mobilization, and (6) estimate and fund 
budgets. 


Il, SCOPE AND APPLICABILITY 


Compilation of Passenger Traffe Statistics to be used for the purchase of trans 
portation for personnel of the military departments to, from, or between points 
in the United States and the District of Columbia shall be in accordance with the 
policy ‘prescribed in Appendix A hereto Whenever possible data-gathering 
requirements should be integrated into or with existing data-gathering programs 
of passenger transportation statistics 





Ill, IMPLEMENTATION 





a. Regulations In accordance with Department of Defense Directive 4000.8 
dated 5 September 1952, the Secretaries of the Military Departments shall take 
the action indicated in Section LV, paragraph 2, ther 0 implement this dire 
tive, and shall revise regulations, procedures, and instructions, if necessat nd 
submit all such revised reg tions, procedures, and instructions in duplicate to 
the Director, Military Traflic Service for approval wi 15 days after the date 
of this directive Upon approval by the Director, Military Traffic Service, the 
regulations shall be transmitted by the Director to the Secretaries reciting sucl 
approval and setting a date on which the regulations as approved shall become 
effective 

b. Reporting When the regulations become eff e; 

1. Each Military Department will submit monthly to the Direetor, Military 
Traflic Service, Oflice, Secretary of Defense, a rep original only, on the sug- 
gested format Appendix B, covering the esti ed tot payments for the com- 
mercial travel within the United States during the preceding calendar month. 

2. Data-keeping requirements in Appendix A w be used as the basis for the 
report. 

3. The first reported month will cover Transportation Requests paid during 


the month of January 1955 

4. Reports will be submitted by the 20th of the month following that in which 
payments are made. 

5. Report Control Symb 1 DD-MTS (M) 64 app ies 


IV. EFFECTIVE DATI 


This directive shall become effective on 10 November 1952. 


KENNETH L. VoRE, 
Director, Militar y Traffic Service. 
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APPENDIX A 


INSTRUCTIONS FOR GATHERING AND REPORTING STATISTICS OF PASSENGER TRAVEL 
WITHIN THE UNITED STATES 


(Re} orts controls symbol DD MTS (M) 63 ) 


1. Data-keeping requirements 

a General. 

(1) To obtain the objective set forth under PURPOSE in the directive, it is 
essential that passenger transportation data reflect the actual service rendered 
the military departments and the amounts of monies actually spent for such 
travel Therefore, the paid transportation request (Goernment Request for 
Transportation) is reeommended as the source document from which the tratlic 
data will be collected. 

(2) The large volume of passenger travel precludes a report based on the total 
volume of transportation requests because of the prohibitive expense involved 
It is, therefore, recommended that a sampling technique be used in preparation 
of this report, based on the selection of prenumbered transportation requests. 
The size of the sample will need to be determined by each department, considering 
the monthly volume of transportation requests and the distribution of passenger 
traffic to the modes of transportation, and which will ultimately assure a reliabil- 
ty of data having not more than a five percent standard error of estimate. 

(3) An analysis of the cost of the passenger transportation service to the mili- 
tary departments requires, in addition to the data, presently recorded on the 
transportation request, information with respect to distances of movement. Pas 
senger-miles, or the distance a passenger travels, is a eiceagay factor in the 
determination of passenger transportation fares and charges. Therefore, it is 
most essential that this information supplement the data mn on the transporta- 
tion request In order to standardize the determination of distances traveled, 
mileages for all modes of transportation will be computed from Official Mileage 
lables published by the Finance Department, Department of the Army, supple- 
mented as necessary by Official Railway Guide or Russell Motor Guide. 

(4) Machine tabulation techniques (i. e., IBM) are recommended for use 
n the development and maintenance of these statistics. 

b s pet fir 

(1) The modes and classes of transportation for which statistics are to be 
maintained are as follows: 


Railway Transportation 
Railroad 
1. First Class 
» Intermediate Class 
Mixed First Class and Intermediate 
tf. Coach 
Pullman 
1. Berth—Standard 
2. Berth—Tourist 
Seat 
Commercial Air Transportation : 
1. First Class 
2. Coach 
» Charter 
4. Irregular Carrier (common carriage) 
Highway Transportation: 
1. Regular Bus 
2. Charter Bus 
Transportation — for travel by steamship, travel to or from Alaska, 
and extra-continental travel are to be excluded. 
(2) The specific statistics to be maintained for the categories enumerated 
in specific instructions b (1) above, are as follows: 
(a) Number of Transportation Requests. 
(b) Number of Passengers (persons actually receiving transportation). 


In instances where a transportation request is issued covering two or more modes or 
classes of transportation, the predominating mode or class will be used to classify the 
travel. 
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(c) Number of Passenger-Miles (determined separately for each transporta- 
tion request in accordance with general instructions in 1. a (3) above. 

(d) Total Transportation Charges (Total value of transportation request. 
Any charges on transportation requests for accessorial services will be charged 
to the mode and class of.transportation to which they are accessorial). 

(3) Additional data is essential in the determination of the effect of increases in 
passenger fares and charges and in the development of traffic patterns of military 
travel by the several modes of transportation. While such data is not required 
on a recurring basis, the inclusion of the following information in the basic 
statistical record is essential and will provide such data at less expense and in a 
more reliable method when it is required. 

(a) Provision should be made for the separation of travel between that which 
is performed under “permanent change of station’? and “temporary duty” orders. 
This separation was provided for in “Direct Passenger Transportation Cost” 
(Reports Control Symbol DD-MB-254) as information for budgetary offices and 
should be maintained in the present program. 

(b) Provision should be made for a separation of travel with respect to the 
type of personnel performing travel, i. e., members of the Armed Forces, de- 
pendents of members of the Armed Forces, patients, and civilian employees 
and their dependents. Such information is presently being used in estimates of 
travel budgets. 

(c) Provision should be made to identify passenger travel geographically as to 
specific origin and destination. 

(4) If, after comparison and study, it is determined that any of these instruc- 
tions create a serious distortion of the results, such information will be brought 
to the attention of the military Traffic Service. 
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Tas N 
3 November 1952 
Number 4100.12 


MSSR-14 
DEPARTMENT OF DEFENSE DIRECTIVE 


Military Supply System Regulations 


Subject: Department of Defense Conservation, Utilization, 
(DD-SD(Q)10) 
References : 
(a) SecDef Memo, DOD Conservation, Utilization, 
14 Mar 51 
(b) SecDef Memo, Utilization of Matériel Resources, 14 Sep 50 
(c) SecDef Memo, Conservation and Utilization of Matériel, 18 Sep 50 
(d) SecDef Memo, Designation to Dispose of Surplus Property Pursuant 
to Delegation by the Administrator of General Services to the Secre- 
tary of Defense, 10 Jul 50 
(e) Regulations of the General Services Admiinstration, Title I, Personal 
Property Management, June, 52 
(f) Directive 4100.2, 30 July 1951 


and Disposal Policy 


and Disposal Policy 


I, PURPOSE 


This directive implements Sections III E and F, DOD Directive 4000.8, and 
prescribes the basic Department of Defense policy governing the conservation, 
utilization, and disposal of matériel. The basic instructions and authorities con- 
tained herein implement the laws and regulations established by Congress or 
responsible government agencies concerning conservation, utilization, and dis 
posal of matériel which are applicable wholly or in part to the Department of 
Defense. 


Il. CANCELLATION 


References (a), (b), (ec), and (f) are canceled Reference (d) is canceled 
insofar as it pertains to matériel as defined herein. 


IIt, APPLICABILITY 


Policies contained within this directive are prescribed for uniform implementa- 
tion by the military departments. All current directives issued by the military 
departments prior to the date of this directive will apply except where they are 
inconsisent, in which case the provisions of this directive will prevail. All direc- 
tives issued subsequent to the date of this directive will conform to the policies 
as prescribed herein. 

IV. RESPONSIBILITY 


The following designations are made pursuant to authority conferred on the 
Secretary of Defense by Section 202 (f) of the National Security Act Amend- 
ments of 1949, Public Law 216, Slst Congress. 

A. Munitions Board 


The Munitions Board, as the responsible agency of the Department of Defense 
on matters of policy relating to the conservation, utilization, and disposal of 
Department of Defense matériel. All policy matters, including requests for 
exemptions and deviations, will be referred directly to the Munitions Board for 
necessary action whether geherated internally within the Department of Defense 
or externally as a result of applicable regulations published by responsible fed- 
eral agencies. 

B. Surplus Materials Division 


The Surplus Materials Division, Bureau of Supplies and Accounts, Department 
of the Navy (SMD), as the Department of Defense central coordinating activity 
for the reporting, screening, and redistribution of reportable excess matériel 
within the Department of Defense. 


C. Military Departments 


The military departments, as the responsible agencies of the Department of 
Defense, to carry out all other Department of Defense conservtaion, utilization, 
and disposal matters. In the performance of this responsibility, the military 
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rtments are authorized to communicate directly with the administrator of 
» federal agency involved or his authorized representatives. 





V. DEFINITIONS 


Matériel,’ as used herein, includes raw and semi-processed matériels, end 
tems, and personal property but excludes real property and related personalty 


B. Domestic 2xrcess and Surplus Matér el 

“Domestic excess and surplus matériel” means available Department of De- 
e excesses and surplus matériel, including contractor inventory, located 

or in the Continental United States, Alaska, Hawaii, Puerto Rico, and the 

Virgin Islands, and excess to the needs of the Department of Defense. 


( Foreion Ercess Matériel 
Foreign excess matériel’ means available Department of Defense excess 
ma ncluding contractor inventory, located only outside the Continental 
United States, Alaska, Hawaii, Puerto Rico, and the Virgin Islands, and excess 
he needs of the overseas command in which located. 


D. Nonreportable Excess Matériel 


“Nonreportable excess matériel” means matériel listed as exceptions under 
Chapte III, Part 3, Section 302.02 and contractor inventory matériel Other than 


specified in Chapter III, Part 3, Section 304.02, reference (e). 


E. Reportable Excess Matériel 


Reportable excess matériel” means all excess matériel other than that defined 


nonreportable excess matériel required to be reported to the General Services 


Administration in accordance with its regulations. 


| Conservation of Matériel 

Conservation of matériel” means the prudent and thrifty use of matériel, 
balancing the drains on the different material resources available for military 
purposes, making application of alternate and substitute materials, and promot 
ing such practices as simplification, standardization, preservation, salvage and 
reclamation, 


tegic material” means a raw or semiprocessed material which is vital to 

the security of a nation, and which must be procured entirely or to a sub 
intial degree from sources outside the continental limits of that nation be 
ise the available production will not be sufficient in quantity or quality to 
eet requirements in time of national emergency. 


Il. Critical Material 


Crit material” means a raw or semiprocessed material that is required 
for essential uses in a war emergency, and that is not expected to be available in 
quantity, in quality, or in time to meet the requirements of such an emergency. 
l Nf } e Material. Group I 

Stockpile material, Group I’ means any one of a group of materials selected 
for stockpiling to meet a specific quantitative objective pursuant to the Strategic 


and Critical Materials Stockpiling Act of 1946, Public Law 520, 79th Congress 


60 Stat. 596). 


J. Stockpile Material, Group II 


“Stockpile material, Group II’ means an essential material of which certain 
specified quantities are held in the National Stockpile for administrative 
reasons, but for which no specific quantitative stockpile objective has been 


deter ine 
K. Alternate Material 


Alternate material” means any of several materials that perform with ap 
proximately equal effectiveness in a particular function, 


Subst te material” means a material capable of serving usefully, but less 
satisfactorily, in place of another material. 
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M. Other Terms 
“Other terms” means terms used but not defined within this directive and 
shall have the meaning given them as defined within the Federal Property and 
Administrative Services Act of 1949, Public Law 152, Slst Congress, and/or ref- 
erence (@e). 
VI. CONSERVATION MATERIEL 


The Department of Defense will participate in and contribute to the conserva- 
tion program ordered by the President. The short-range objective of the De- 
partment of Defense conservation program is to obtain sufficient matériel to meet 
military requirements for national security with maximum effectiveness, but 
with the least disruption of the civilian economy. The long-range objective of 
this program is to achieve that pattern of requirements for matériel that can 
be sustained under conditions of total war. To support this conservation pro 
gram, each military department will 

A. Develop, establish, and operate detailed conservation programs to prevent 
loss, deterioration, or waste of matériel. 

B. Adapt and effect National Production Authority (or successor agency) 
regulations in collaboration with the other military departments to insure uni- 
form results 

C. Aggressively pursue a program of supply discipline and economy. 

D>. Prohibit the inclusion within the military distribution systems of raw or 
semiprocessed critical or strategic materials, or those listed as expected to become 
critical or strategic, beyond the minimum working levels even when such ma- 
terials are readily available from commercial sources. This policy does not 
prohibit the inclusion of such materials in strategic or mobilization reserves 
established in accordance with Joint Chiefs of Staff directives. 

IX. Require maximum use, consistent with acceptable military performance, of 
alternate noncritical or nonstrategic materials, whether or not strategie or critical 
materials are available, for the procurement, manufacture, and maintenance of 
matériel, and for prototype development and production design of new end 
items prior to mass production. This policy does not restrict the use of strategic 
or critical materials for research purposes only. 

F. Limit inventory levels of matériel, and maintain essential controls and 
accountability systems tq prevent accuinulations of end items and materials 
which exceed Minimum requirements based upon official documentary logistical 
programs. 

G. Vigorously pursue an aggressive program of standardization and simplifica- 
tion to support and implement the standardization and cataloging programs of 
the Defense Supply Management Agency. 

H. Eliminate frills, unnecessary or ornamental parts, surfaces or finishes, even 
where they constitute usual commercial practice, to the maximum practicable 
extent. 

I. Recommend amendments, additions, or deletions to the list of materials 
determined by the Munitions Board to be strategic or critical. 

J. Recommend to the Munitions Board, for adoption by it, any measures, 
policies, programs, or actions which will support the Department of Defense 
conservation program. 

K. Submit to the Munitions Board semiannual reports on conservation of 
stratezic and critical materials. 

L. Undertake a positive program of education and indoctrination, addressed 
to all responsible personnel, as to the necessity for conservation of matériel. 

M. Undertake a positive program to foster the cooperatior of military con- 
tractors and subcontractors in materials conservation in military production. 


Cc 





VII. UTILIZATION OF MATERIEI 


The provisions of this Section are designated to provide maximum utilization 
of available matériel within the Department of Defense. Utilization programs 
consistent with these provisions will be promoted by each military department so 
as to obtain uniform results. 

A. Available excess matériel within the military departments or other Federal 
agencies will be redistributed and utilized whenever and wherever possible 
against all requirements of the Department of Defense, including equipment and 
supplies furnished mutual security aid programs, in order to reduce new 
procurement. 





FEDERAL SUPPLY MANAGEMENT 


rrent replacement, obsolescence, and maintenance standards, programs 
chedules will be reviewed to maintain matériel in the Maximum service- 
e condition, and will be modified to conform with Department of Defense 





directives 
©. Matériel for emergency supply support between the military departments 
e transferred from operating stocks within each departinent in accordance 
With Depa ent of Defense directives 
1), Current utilization policies and practices governing economically repar- 
ble matériel will be reviewed to assure that maximum repair, overhaul, or 


fication of reparable matériel is accomplished prior to procurement of new 
eric 
I1I. DISPOSAL OF MATERIEI 
rhe pro ions of this Section will control the disposition of matériel, includ 
nventory \ l teri determined to be excess or surplus to 
he requirements of the Department of Defense will be disposed of in accordance 


Law 152, reference (e), Office of Price Stabilization Ceiling Price 
National Production Authority Orders and Regulations, and other 
nent laws and regulations 





/ tériel disposal standards 
lateéris eing released, whether reportable or nonreportable, must fulfill the 
l one or more of the iollowing applicable standards prior to release: 

el is not required to meet current operating needs and approved 


ns and programs of the Department of Defense 


\I has been determined to be obsolescent or obsolete and its continued 
n adverse effect upon the conduct of military operations. 
M riel is unserviceable, and is not economical to repair for continued use 


Department of Defense 
t. Matériel becomes scrap or waste and cannot be used within the Department 


» Matériel in stock which would deteriorate or completely lose its value to 
‘ Depa ent of Defe e if further retained 


B. Domestic excess and surplus matériel 


1. Screening.—Matériel under the control of each military department, includ- 
ng cont tor inventory, will be continuously surveyed for internal redistribution 
W I tary department when no longer required by a holding activity. 

2. Reporting.—a. Reportable matériel will be reported to SMD for release 
vhen excess to the needs of each military department. SMD is delegated author- 
ity to sere¢ and report reportable matériel excess to the needs of the Depart- 
ment of Defense to the General Services Administration after maximum redistri- 
bution has been effected In addition, SMD will receive reports of matériel excess 
from other federal agencies for screening and redistribution within the Depart- 


ment of Defense, and will release such reports listing matériel not required by 
the Department of Defense 

b. Nonreportable matériel need not be reported as excess to SMD unless 
directed by the Department of Defense 

l'ransfers.—Excess matériel, except for that financed by working capital 

funds, \ be transferred between the military departments without reimburse 

if funds for the matériel concerned. Excess matériel financed 
ipital fund may be transferred without reimbursement at the 
discretion of the transferring department Packing, handling, crating, trans- 
portation, and other identifiable accessorial charges attributable to transfers of 
riel between the military departments will be borne by the receiving 
department except where such charges are (a) waived by the transferring depart- 
ment; (b) merely incidental to normal operations of the transferring depart- 
ment; (c) identifiable in budget programs of the transferring department. 
Amounts to be billed for accessorial charges will be either actual or estimated 
costs and will be subject to prior negotiation between the departments concerned. 
Transfers of excess matériel between the Department of Defense and other federal 
agencies will be governed by the provisions of reference (e) and other pertinent 
directives 

4. Disposal.—a. All Department of Defense matériel determined to be surplus 
will be disposed of in accordance with governing provisions of laws and regula- 
tions specified in Section VIII. 


ent or transfers « 


a Wo! Ing ¢ 


excess mate 
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b. The military departments are hereby authorized to sell at fixed prices, quan- 
tities of surplus scrap and salvage items (i. e., kindling wood, bottles, boxes, used 
oil, etc.) which would not be usable by other federal agencies. Disposals under 
this authority will be considered as a form of negotiated sale under the provisions 
of Chapter IV, Part 3, Section 802.02, reference (e), provided the quantities 
involved do not, in any one sale, exceed a reasonable recovery value of $500.00 
and, provided further, that the cost of disposing of same, by competitive bid, 
would be excessive or interfere with the orderly disposal of such items. In order 
to protect the interests of the Government, the military departments will exercise 
strict control over the use of this authority. 

ce. Nonreportable excess matériel will be disposed of by the military depart- 
ments in accordance with Chapter IIT, Part 8, Section 306.02b, reference (e), 
and Office of Price Stabilization and National Production Authority regulations, 
except that nonreportable contractor inventory may not be donated under the 
provisions of Section 306.02b, unless specifically authorized by regulation or 
instructions of the military department concerned. Disposal will not be accom- 
plished until screened to the maximum practical extent, either on a local geo- 
graphical area basis or department-wide as appropriate for the matériel con- 
cerned, for maximum utilization within the Department of Defense and other 
federal agencies. Each military department is hereby designated as final author- 
ity to determine matériel to be classified for reasons of national security. 


C. Foreign excess matériel 

1. Screening.—Matériel excess to an activity or installation within an oversea 
command will be screened to the maximum practical extent for redistribution 
and utilization within the command. 

2. Reporting.—a. Nonreportable matériel need not be reported. 

b. Reportable matériel excess to the needs of an oversea Command will be 
reported to SMD. SMUD will be allowed a ninety-day (90-day) screening period 
subsequent to the date of the report to effect redistribution and utilization of 
such excess within the Department of Defense, and will not report such excess 
to the General Services Administration. 

c. Critical and strategic materials, wherever located, including those obtained 
from scrap and salvage, which are excess to the needs of the holding activity, 
and which meet the specifications and requirements of the stockpiling program of 
the Munitions Board, will be reported in accordance with the provisions of 
General Services Administration Emergency Procurement Regulation No. 1 and 
its supplements, and will be held for disposition instructions. 

d. Matériel which is on controlled or regulated item lists and is excess to the 
needs of the holding activity, will be reported for disposition in accordance with 
instructions to be issued by the responsible military department. 

3. Disposal.—Disposal of foreign excess matériel will be effected in accordance 
with policy guidance furnished by the Department of State as well as the govern- 
ing provisions of the laws and regulations specified in Section VIII. 

a. Nonreportable matériel may be disposed of as foreign excess by the holding 
activity. 

b. Reportable excess matériel which is not redistributed within the screening 
period may be disposed of as foreign excess by the holding activity. 

ec. The military departments will include a clause in each sales offering and 
contract with respect to customs duties, taxes and similar charges which may be 
levied by foreign governments against disposal of foreign excess matériel, either 
against the purchaser or seller. This clause will provide that either the pur- 
chaser pay all such charges and furnish the Disposal Officer with copies of his 
receipts, or other evidence of payment prior to release of the matériel to his 
possession, or that the military department will act as collector of such charges 
for the buyer and turn over the duties or taxes to the foreign government. In 
the event that the latter procedure is adopted by the military departments, 
accounting for the collection of duties or taxes owing to the foreign government 
concerned will be coordinated with the disbursing officer of the nearest United 
States diplomatic or consular mission. At the discretion of each military depart- 
ment, appropriate arrangements for disposals involving such charges will be made 
with the foreign government concerned in consultation with the Department 
of State or the United States diplomatic or consular mission in the area in 
which disposals are made. 








D. Performance reporting 
Each military department will complete DD Form 452, Reports Control Symbol 
DD-SD (Q) 10, and forward one signed copy to SMD not later than the 20th 


26665—53 —wv 
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of the month following the end of the reporting quarter. SMI will prepare 
a consolidated Department of Defense report on Standard Form 121, Reports 
Control Symbol GSA-5, and forward to the Administrator of the General Services 
Administration not later than the end of the month following the end of the 
reporting quarter, 


IX. RECOVERY 


A. Donated matériel 
Matériel previously donated by the military departments and presently avail- 
able, will be recaptured and returned to stock whenever such action is practicable 
nd economical, 
LB. Previously sold matériel 
Matériel, previously sold as surplus to commercial establishments, will be pur- 
chased and returned to stock whenever such action is practicable and in the 
best interest of the Government 


X IMPLEMENTATION 


In accordance with Department of Defense Directive 4000.8, dated 5 September ‘ 
152, the Secretaries of the military departments shall take the action indicated 
in Section IV, thereof, to implement this directive and shall revise regulations, 


procedures and instructions where necessary to achieve conformity with this 
directi 

\. All such revisions of departmental-level implementing regulations, pro ’ 
cedures and instructions will be submitted, in draft form, in duplicate, to the 


Munitions Board for approval within 90 days after the date of this directive 


Any subsequent changes in those revisions, as approved, will also be submitted 
to the Munitions Board for approval 
Is. Revisions of implementing regulations, procedures and instructions, below 
the departmental level, will be submitted, as and when requested, to the Muni- 
tions Board for approval. 
J. D. SMALL, 
Chairman, Munitions Board. 


Tas O 
4 November 1952 
Number 4155.2 
MSSR-15 


DEPARTMENT OF DEFENSE DIRECTIVE 
Military Supply System Regulations 
Subject: Assignment of Procurement Petroleum Inspection.’ 


I. PURPOSI 


In order to eliminate overlapping and duplicating inspection practices, and 
to promote standardization in the procedures for the inspection and acceptance 
of petroleum products, and in accordance with paragraph III D5 of Department 
Of Defense Directive 4000.8, this directive assigns procurement petroleum in- 
spection responsibility to the military departments, in accordance with the areas + 
specified below, and assigns to the Armed Services Petroleum Purchasing Agency 
(ASPPA) responsibility for assuring the effective implementation of these 
ussigninents 


II. APPLICABILITY 
This directive is applicable to the military departments and the Armed Services 
Petroleum Purchasing Agency. 


Ill ASSIGNMENT 


(a) The military departments are hereby assigned, effective 1 January 1953, 
the responsibility for procurement inspection and associated administrative 


See further references to petroleum inspection on pp. 128, 147, 154, 195, 216, 263, 296, 





-—— 
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functions for all petroleum products within the geographical areas designated 
in Paragraph III, ¢, below. This assignment includes responsibility for con 


ducting all inspection operations incident to tanker or barge movement of petro 
leum products by the Military Sea Transport Service or commercial transporta- 
tion and surveillance inspection at leased storage at refiners’ plants. 

(b) Surveillance inspection and quality control of petroleum products in 
depots, terminals, and installation storage shall remain the responsibility of 
the owning department 

(c) Department of the Army (Quartermaster Corps) New England Area 
States of Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, Con 
necticut, New York and the New Jersey counties of Monmouth, Middlesex, 
Somerset, Hunterdon, Warren, Sussex, Morris, Passaic, Union, Hudson, Bergen 
and Essex 

Department of the Navy (Chief of Naval Material) East Coast Area—New 
Jersey counties of Mercer, Burlington, Ocean, Camden, Gloucester, Salem, Cum 
berland, Atlantic and Cape May, and states of Pennsylvania, Delaware, Mary 
land, Virginia, North Carolina, South Carolina and Georgia. 

West Coast Area—wNStates of Washington, Oregon, Idaho, Utah, Nevada, Cali 
fornia and Arizona. 

Department of the Air Force (Quality Control Division, Air Matériel Com 
mand) Midcontinent-Gulf Coast Area—All of the continental United States not 
enumerated above, name Montana, North Dakota, South Dakota, Minnesota, 
Wisconsin, Michigar Ohio, Indiana, Illinois lowa, Neb ska. Wvoming. Colo 
rado, Kansas, Missouri, Kentucky, West Virginia, Tennessee, Mississippi, Ala 
bama, Florida, Louisiana, Arkansas, Oklahoma, Texas, and New Mexico 

(d) The ASPPA is assigned responsibility for providing general guidance and 


direction to the military departments for procurement petroleum inspection, as 











assigned above 


IV. TRANSITION 


The Departments of the Army, Navy, and Air Foree will arr: 
complete procurement inspection of petroleum products within t 
by 1 January 1953. Each department will absorb costs incident 
ment petroleum inspection ass 
as may be required are authori 
will be reflected in the quarterly allocation 





nents Such transfers of a 





Vv. GUIDANCE FOR ASPPA 
To assist ASPPA in coordinating and guiding the effective procurement 
Spection of petroleum inder the terms of this regulatio the 1 Wing guida e 


is provided 

(a) Contracts prepared by ASPPA shall assign to one department responsibil- 
ity for inspection and associated administrative functions for all petroleum prod 
ucts covered by the contract, in accordance with assignments made above. 

(b) Procurement petroleum inspectors of each military department shall be 
considered equally competent to perform inspection of petroleum products for all 
departinents 

(¢) Recruitment, placement, training, assignment, and personnel control of 
procurement petroleum inspectors shall remain the responsibility of the respec 
tive military departments 

(ad) Training facilities and courses of instruction designed for procurement 
petroleum inspectors by any of the military departments shall be made available 
to all departments, in accordance with programs developed under the guidance 
of the Defense Supply Management Agency. 

(e) Supervisors of procurement petroleum inspectors of the military depart 
ments shall cooperate with each other in handling emergency inspections. 

(f) ASPPA shall, under the direction and guidance and subject to the ap 
proval of DSMA, immediately establish a subtask group to study, devise, and 
place in operation standardization procedures, methods, and practices for the 
procurement inspection of petroleum products 








¢) Definite inspection assignments to refineries or other inspection points 
in remote or isolated locations not readily accessible from the headquarters 
or branches of the responsible inspection district shall be made as required with- 
out frequent rotation. 
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VI. ACTION REQUIRED 


(a) The ASPPA will modify existing contracts to conform with procurement 
inspection policies contained in this regulation, and in such manner as to enable 
the military departments to assume the responsibilities herein assigned. The 
military departments shall modify procedures, as necessary, to effect these as- 
signments and shall establish procedures under which unusual difficulties en- 
countered in procurement petroleum inspection shall be promptly reported to 
the responsible inspection headquarters for information and corrective action. 

(b) ASPPA shall exercise firm control of procurement petroleum inspection, 
providing decisive resolution of problems as they arise. Problems which are 
not resolved by the military departments shall be promptly referred to ASPPA 
for resolution. Matters involving procurement petroleum inspection which are 
not promptly adjusted by ASPPA, after consultation with the interested military 
department, shall be referred to the Director of DSMA for decision. 

(c) The ASPPA shall report to the Director of DSMA, as of 1 March 1953, 
the results of implementation of the procurement petroleum inspection assign- 
ments made herein 

(d) The Office of Standardization, Defense Supply Management Agency, will 
initiate the necessary action to effect standardization of procurement petroleum 
inspection methods and practices, and the interchange among the military depart- 
ments of training facilities and courses of instructions. 


VIT. IMPLEMENTING INSTRUCTIONS 


In accordance with DOD Directive 4000.8, dated 5 September 1952, the Secre- 
taries of the military departments and ASPPA shall take the action indicated 
in Section 1V, paragraph 2 thereof to implement this regulation and shall, if 
necessury, revise regulations, procedures, and instructions and submit all such 
revised regulations, procedures, and instructions in duplicate to the Director, 
Defense Supply Management Agency for approval within 30 days after the date 
of this regulation. Subsequent revisions shall be submitted to the Director, 
Defense Supply Management Agency for approval before issuance. 

J. W. FOWLER, 
Rear Admiral, USN (Ret.), 
Director, Defense Supply Management Agency. 


DEPARTMENT OF THE NAVY 
OFFICE OF NAVAL MATERIAIT 


Washington 25, D.C. 

ONM 4263.14 
M50/CEL: el 
14 Nov. 1952 

ONM Instruction 4263.14 

From: Chief of Naval Material 

To: All Supervising Inspectors of Naval Material 

Subj: Petroleum Products inspection, change in 

Ref: (a) DOD Directive No. 4155.2 of 4 Nov, 1952 

Enel: (1) Procedures for official transfer of positions and personnel 


1. Purpose.—The purpose of this instruction is to establish procedures in 
connection with the assuming or relinqulishing of petroleum inspection as 
directed by reference (a). 

2. General.—a. In order to eliminate overlapping and duplicating inspection 
practices and to promote standardization in the procedures for the inspection and 
acceptance of petroleum products, the Department of Defense by reference (a) 
has assigned petroleum procurement inspection responsibility to the Military 
Departments and assigned to the Armed Services Petroleum Purchasing Agency 
(ASPPA) responsibility for effecting the implementation of these assignments, 

bh. Effective 1 January 1953, Navy will assume responsibility for procurement 
inspection and the associated administration iunctions (field contract adminis- 
tration) for all petroleum products in two areas, viz: 

1. East Coast Area consisting of the states of Georgia, South Carolina, North 
Carolina, Virginia, Maryland, Delaware, Pennsylvania and that portion of New 
Jersey which lies within the boundaries of the 4th Naval District. 
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2. West Coast Area, consisting of the states of Washington, Oregon, Idaho, 
Utah, Nevada, California, and Arizona. 

The Department of the Army (Quartermaster Corps) New England Area— 
states of Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, Con- 
necticut, New York, and the New Jersey counties of Monmouth, Middlesex, 
Somerset, Hunterdon, Warren, Sussex, Morris, Passic, Union, Hudson, Bergen, 
and Essex (3rd Naval District portion of New Jersey). 

The Department of the Air Foree (Quality Control Division, Air Matériel 
Command) Midcontinent-Guli Coast Area—All of the continental United States 
not enumerated above, namely, Montana, North Dakota, South Dakota, Min- 
nesota, Wisconsin, Michigan, Ohio, Indiana, Illinois, lowa, Nebraska, Wyoming, 
Colorado, Kansas, Missouri, Kentucky, West Virginia, Tennessee, Mississippi, 
Alabama, Florida, Louisiana, Arkansas, Oklahoma, Texas, and New Mexico. 

¢. The Armed Services Petroleum Purchasing Agency is assigned responsibility 
for providing general guidance and direction to the Military Departments. 

d. This assignment will include responsibility for conducting all inspection 
operations incident to tanker or barge movement of petroleum products by the 
Military Sea Transportation Service (MSTS) or commercial transportation. It 
will also include the surveillance (quality control or maintenance) inspection 
of petroleum products in leased storage at refiners’ plants and/or terminals at 
which ASPPA supply contracts are in effect, regardless of the Service owning 
the product. 

e. The surveillance inspection and quality control of Navy-owned petroleum 
products in depots, terminals other than paragraph d above, and installation 
storage will remain the responsibility of the Navy in all areas. Similarly, the 
Army and Air Force will retain responsibility for petroleum products owned 
by them in all areas. 

3. Procedure.—Supervising Inspectors of Naval Material and Inspectors of 
Naval Material shall be guided by the following instructions: 

a. Procurement Petroleum Inspectors of each Military Department shall be con- 
sidered equally competent to perform inspection of petroleum products for all 
departments. 

b. Petroleum Inspection Offices of the Military Departments are directed by 
reference (a) to cooperate with each other in handling emergency inspections, 

ec. In the Areas where Navy assuines responsibility for all procurement inspec- 
tion of petroleum products, the SupInsMats concerned should make an early 
determination with the appropriate inspection office of the other Military Serv- 
ices concerned as to the number of petroleum inspection personnel that will no 
longer be required by them for other than surveillance inspection referred to in 
paragraph 2d above. Since this change in petroleum procurement inspection 
assignment is considered to be a transfer in functions, the SupInsMats’ districts 
assuming single service inspection cognizance in an area must accept by transfer, 
aiter receiving proper ceiling from this office, all petroleum procurement inspec- 
tion personnel no longer required by the relinquishing service. Inter-Service 
ceiling adjustments must be obtained and, accordingly, this office must be in- 
formed at the earliest practicable date as to the ceiling change which must be 
granted, in order that these transfers may be accepted. 

d. For these SupInsMats’ districts which will relinquish petroleum procure- 
ment inspection, the Service assuming responsibility for these functions will 
accept by transfer, subject to ceiling availability, those petroleum inspection 
personnel no longer required by the SupInsMat. In this connection SupInsMats’ 
ceilings will be automatically reduced by the number of petroleum inspection 
personnel spaces transferred to the cognizant Service. This office should be 
informed at the earliest practicable date and no later than 1 December 1952 of 
the estimated number to be transferred. Confirming information of the actual 
number of spaces transferred should be forwarded promptly upon the accom- 
plishment of the transfers. 

e. The Departments of the Army, Navy, and the Air Force are required, by 
reference (a) to assume complete petroleum procurement inspection by 1 January 
1953 in the areas assigned to them. During the transition period prior to that 
date, the InsMats relinquishing procurement inspection are directed to effect 
changes in inspection by local agreement with the Service assuming inspection. 
Actual transfer of inspection personnel cannot be effected until the local offices 
concerned have been assigned adequate ceilings to accept such transfers. Accord- 
ingly, during this period of transition, InsMats are authorized to loan personnel 
to the Service assuming inspection responsibility, retaining such inspection per- 
sonnel on the InsMats’ rolls. Conversely, InsMats are authorized to request 
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tail of necessary additional personnel from the other Military Departments. 
iring this period, the inspection personnel so detailed will operate under the 
rection of the Service to which they are detailed That Service will be re- 

ed to furnish such muster roll data as may be required by the Inspector of 
l Material. The Department of the Army and the Department of the Air 


e issuing parallel instructions to their petroleum procurement Inspection 


f. The Armed Services Petroleum Purchasing Agency will modify existing 
ntracts to conform with procurement inspection policies contained in reference 


in such a manner as to enable the Military Departments to assume the 


ponsibilities assigned by January 1,1953. Any unusual difficulties encountered 
rocurement inspection shall be promptly reported to the Office of 
Material, Field Services Division, for information and any necessary 

mn 


1, Personnel Procedures The procedures to be followed in connection with 
‘ ctions are prescribed in enclosure (1). 
UndSeeNay P. B. NIBECKER, 
CNO Vic Chief of Naval Material. 


1Aer 
buOrd 
BuShips 
BuY&)D 
BuSandA 
MIS] 


Com. Gen. AMC Wright Field 
Asst. Chief of Staff, U. S. Army (G—4) 
Quartermaster General, U. S. Army 


issistant Director, Administrative Division. 














| S |} OFFICIAL TRANSFER OF POSITIONS AND PERSONNI 
B nt greement among representatives ol the Dey irtments of the Army, 
Navy, and the Air Foree, the following procedures w be used in the official 
i |} s and personne 
1. The relinquishing activity will determine promptly the number, titles, and 
} | yx hint hat are (a) required to carry u petrole In procurement 
nsp nand associated administrative functions presently under its cognizance, 
equired to carry out surveillance inspection and quality control. All 
1 presently identified with procurement petroleum inspection, who are 
mK el ed for retention for survei pection and quality control or non- 
pe work and who accept of of transfer, will be transferred, and the 
equ 9 tivity will make such adjustments in staff as may be necessary. 
Unie who decline offer of transfer, who are not lected for retention for 
urve ince inspection and quality control, n be absorbed by the relinquishing 
i withil ionpetroleum «¢ ng, they, unless they resign, will be sep- 
ated, the nature of the personnel action being “Separation—Unable To Accom- 
pany Activity.” If procurement petroleum inspection in the relinquishing activity 
has been aecomplished partially on a basis of overtime work, it will be assumed 
th ( ratio of overtime wo to regular work will continue after the 
transfer of personnel and, therefore, the amount of ceiling or number of spaces " 
1 f will not be related to overtime hours. 

», Having determined the number of positions required for surveillance inspec- 
tion al iality control, the relinquishing activity will then establish positions, 
if re not already established, which will properly describe the functions of 

ry ince 1 pection and quality control to be retained, and will have those 
D ted so that they may be filled. 





e relinquishing activity will be expected to select from its present staff 
e qual ed employees to carry out this surveillance inspection and quality 
mtrol and will reassign those employees, if they are not already so assigned, 
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from their present positions to the surveillance inspection and quality control 
positions, Any personnel spaces vacated by those selected for surveillance inspec 
tion and quality control m: 
agency. The total ceiling presently allocated to the petroleum inspection function 


be among the spaces transferred to the acquiring 





is the sum of the spaces or ceiling to be transferred to the acquiring activity and 


llance inspection and quality contro 


the ceiling retained for surve 

4, The relinquishing activity, having determined (a) the number of spaces or 
ceiling to be transferred and (b) the personnel to be retained for surveillance 
inspection and quality control, will prepare a st mtaining the name itie, 
grade, salary, headquarters, and identifying nu er of the position occupied by 
each of the employees to be transferre This list will be furnished the acquiring 
activity together with a Civil Service Form 57 and a copy of the position 
description of each employee to be transferred 


5. Upon receipt of the above, the acquiring activity will have the positions to 
be transferred “allocated” by t] 





\ vent responsible to rlioecation o ts pos ns, 
This action, which must be made effective with the date of the transfer of fune- 
tion, i. e., 1 January 19535, nerely officially transfers the iti 





qu shing activity to the: quiring activity, a id change in grade of the posit on 
will be made at that time After the function, position ind personnel have 
been transferred, each acquiring activity will do such reorganizing of its petro 


leum procurement inspection as may be required, and within a reasor 





able period, 
generally within six months, will review the positions transferred and take such 


action as is necessary to assure that they properly describe the duties and 


responsibilities of the incumbents. Other positions the organization that have 
been affected will be similarly treated 

6. Upon receipt of the list of employees, the Forms 57 and the position deserip- 
tions, the acquiring activity will prepare personnel actions to transfer the per 
sonnel from the relinquishing activity, effective 1 January 1953. After the per- 
sonnel actions have been effected the acquiring activity will request transfer from 
the relinquishing activity of the official personnel folders of the personnel 
transferred. 
7. In the process of integration of acquired personnel into the organization of 
the acquiring activity, it may be found that (a) there is an insufficient number 
of personnel to carry out the function and recruitment 1 st be initiated, or (b) 
there is a balance between workload and personnel, or (¢) the number of personnel 
exceeds that required. If, in the latter event, the acquiring activity cannot absorb 
the excess of personnel in other work where employees are needed, it will initiate 
reductions in force, following the standard regulations pertaining thereto, so as 
to balance workload and personnel. Wherever practicable, all employees to be 
separated will be given advance notice of 60 days exclusive of annual leave to 
their credit. 





5 November 1952 
Number 4500.16 
MSSR-16 
DEPARTMENT OF DEFENSE DIRECTIVE 


Military Supply System Regulations 


Subject: Loading Rules, Test Loadings and Test Shipments 
Reference : 
(a) Directive 5025.1, Department of Defense Directives System, 15 April 
1952. 
(b) Directive 4000.8 (MSSR 1) Military Supply System Regulations, 
5» September 1952. 


(c) Directive 4000.9 (MSSR 2) Military Supply System Re; 


5 September 1952 
I. PURPOSI 


The purpose of this directive is to implement Department of Defense Directive 
4000.8, Section III G, paragraph 1, by prescribing the policy of the Department 
of Defense with respect to Loading Rules, Test Loadings and Test Shipments, 
in the transportation of property by the Military Departments to, from or be- 
tween points in the United States and the District of Columbia. 
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II. SCOPI AND APPLICABILITY 


Loading Rules, Test Loadings and Test Shipments in the transportation of 
property by the military Departments to. from or between points in the United 
States and the District of Columbia shall be in accordance with the policy 
prescribed in Appendix A hereto. 


Ill, IMPLEMENTATION 


In accordance with Department of Defense Directive 4000.8 dated 5 September 
1952, the Secretaries of the military Departments shall take the action indicated 
in Section LV, paragraph 2, thereof to implement this directive, and shall revise 
regulations, procedures and instructions if necessary and submit all such revised 
regulations, procedures and instructions in duplicate to the Director, Military 
Traffic Service for approval within 15 days after the date of this directive. Upon 
approval by the Director, Military Traffic Service, the regulations shall be 
transmitted by the Director to the Secretaries reciting such approval and setting 
a date on which the regulations as approved shall become effective 


IV. DIRECTIVES SUPERSEDED 


Department of Defense Directives 4500.2 and 4500.4 are superseded as of the 
date the Director, Military Traffic Service, approves the revised regulations, 
procedures, and instructions of the military Departments, as provided in para 
graph III of this Directive 

V. EFFECTIVE DATI 


This directive shall become effective on 10 November 1952. 
KENNETH L. VORE, 
Director, Military Traffic Service. 


APPENDIX A 


LOADING Rutes, Test LOADING, AND Test SHIPMENTS 


1. Purpose and scope 

These regulations are uniformly issued by the Departments to provide a unified 
approach, position, and action between and within the Departments in adhering 
to existing Association of American Railroads’ loading rules, in the development 
of new or revised rules and the development and testing of loading methods and 
practices, for rail shipments. 
2. Definitions 

For the purpose of this regulation the following terms are defined: 

(a) “Department” means the Departments of the Army, the Navy (including 
the United States Marine Corps), and the Air Force; and 

(b) “Activities” means technical services, commands, bureaus, or subordinate 
installations; and 

(c) *ftice’ means the Departmental Transportation Offices shown in Para- 
graph 3 below; and 

(ad) “Loading Rules Committee of the AAR” means a Committee established 
to promulgate loading rules and regulations for the purpose of providing uniform, 
safe, and economical methods for loading rail cars; and 

(e) “Heavy and/or Outsize Equipment” means that equipment in excess of 
the capacity of standard transportation equipment, clearances, and facilities, 


8. Loading rules 


The Association of American Railroads publishes loading rules for the purpose 
of providing uniform, safe, and economical methods for loading rail cars, which 
will be adhered to by all activities. A list of the pamphlets containing these rules 
is shown in Paragraph 6, below. Any activity proposing a change, exception, 
or addition to these rules will submit the proposal to the following organizational 
elements who will effect coordination with other interested Departments: 

(a) Army—Office, Chief of Transportation 
(b) Air Forece—Directorate of Transportation, Deputy Chief of Staff 
Matériel 

(c) Navy—Office of the Assistant Chief of Transportation, Bureau of 
Supplies and Accounts and/or Office of the Quartermaster General, U. S. 
Marine Corps, 
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The Office, Chief of Transportation, Department of the Army will negotiate with 
the Association of American Railroads for new or revised loading rules, 


, 


}. Test loadings and test shipments 

Test loadings and test shipments are conducted for the purpose of determining 
the adequacy of shipping containers, loading methods, blocking, bracing, and se- 
curing of a rail shipment and for developing new or revised loading rules. Test 
shipments involve line-haul movements and are governed by Rule 49 of the 
current Consolidated Freight Classification, Association of American Railroads’ 
loading rules, and pertinent sections of applicable tariffs. Test loadings are 
conducted under simulated shipping conditions in the local area, the car being 
subjected to impacts which may be encountered during actual shipping operations, 

(a) Test loadings.—<Activities proposing the conduct of test loadings will fur 
nish to the organizational elements shown in Paragraph 3, above, all pertinent 
details of proposed tests, including specifications, drawings, photographs, ete 

(b) Test shipments.—<Activities proposing the conduct of test shipments will 
assemble the same type information shown in Subparagraph (a), above, and 
forward the data through channels to the organizational elements shown in 
Paragraph 3 above 

(c) When sponsoring a test, the departmental transportation office will advise 
the other departments through the offices mentioned in Paragraph 3, above, and 
the Military Traffie Service, of the full details thereof so that the departments 
can participate if desired 

(d) If the offices shown in Paragraph 3 approve of the proposed test loadings 
or test shipments being made, and if representatives of the carriers are to par- 
ticipate in the tests, the Office, Chief of Transportation, Department of the Army 
will be requested to make the necessary arrangements with the Loading Rules 
Committee of the AAR for actual tests. The Office, Chief of Transportation, 
Department of the Army will then advise the other departments through the 
organizational elements mentioned in Paragraph 8 and the Military Traffic Serv- 
ice as to when and where the tests are to be conducted 

(e) At the conclusion of each test, the conclusions and recommendations on 
the tests involved will be made available, through the organizational elements 
shown in Paragraph 3, to the other departments and the Military Traffie Service. 

(f) Based on the conclusions and recommendations on the tests involved, the 
Office, Chief of Transportation, Department of the Army will, on behalf of the 
sponsoring department, negotiate with the Association of American Railroads 
for promulgation of new or revised loading rules and regulations to reflect loading 
requirements developed by the tests. 





5. Heavy and/or outsize equipment 

Such coordination as is necessary will be effected between all activities pre- 
paring plans for the design or modification of heavy and/or outsize equipment and 
the organizational elements shown in Paragraph 3, above, to ensure that trans- 
portation characteristics of such equipment receive full consideration before 
procurement, production, or modification is begun. Heavy and/or outsize equip- 
ment is defined to mean that in excess of the capacity of standard transportation 
equipment, clearances, and facilities. 

6. Principal publications providing railroad rules governing the loading of freight 

(a) Publications of Association of American Railroads: 

(1) Rules Governing the Loading of Commodities on Open Top Cars. 

(2) Special Supplement No. 1 Containing Rules Governing the Loading of 
Mechanized and Motorized Equipment Transported in Complete Trains, Accom- 
panied by and Under Direct Supervision of Military Personnel, Also Major 
Caliber Guns for the United States Army and Navy on Open Top Equipment. 

(3) Special Supplement No. 2 Containing Rules Governing the Loading of 
Standard Military Vehicles Not Transported in Complete Trains Accompanied 
by and Under Direct Supervision of Military Personnel. 

(4) Special Supplement Containing Rules Governing the Loading of Grading 
and Road-Making Machinery on Flat Cars. 

(5) Pamphlet MD-1, Rules Governing the Loading of Steel Products Exclud- 
ing Pipe on Open Top Cars. 

(6) Pamphlet MD-—2, Rules Governing the Loading of Machinery on Open Top 
Cars. 

(7) Pamphlet MD-8, Rules Governing the Loading of Forest Products on Open 
Top Cars. 

(8) Pamphlet MD—4, Rules Governing the Loading of Pipe on Open Top Cars. 











a , MD-—5. Rules G eri ¢ the Loadi of M ( ineous Cammodi 





P | MDG Rules Governing Road Grading, Road Making, and 
I ( Machinery on Op Pop Cars 
Pamphlet No. 1, Loading and Unloading of Motor Vehicles Shipped Car 
n A Loader ¢ nd rote 
( | et No. 2, Loading « le Cc. L. or Carload 
l ( Ca ( | i \ | lel : n Equipme it 
I et » , | d of Commodities in Bags in Closed Cars 
\ t, J ding of md Shipments of Barrels, Drums ¢ 
Ke ‘ i Ca 
I phiet No, 5, ¢ ond Shipments of Storage Batteries in Closed Cars 
| nhiet N 6, Carload Shipments of Brick and Hollow Building Tile 
{ { 
17) Pamphlet No. 7, Shipments of Hot Top Brick in Closed Cars 
IN) PD et No. 8S ment of But rubs in Refrigerator Cars 


9) Pamphlet No. 9, Cable on Reels and Wire Commodities in Closed Cars 


phiet No. 10, Batte rs Car Doors as Protection Against Damage by 


I’ phlet No. 11, Methods for Loading, Bracing, and Blocking Loose Car 
W hie nt iosed Cars 
22) Pamphlet No. 12, Carload Shipments of Empty Cylinders With or Without 
( | Closed Cars 
2 Pamphlet No. 13, Carload Shipments of Commodities in Solid or Corru 
gate I reboard Containers in Closed Cars 
(24) Pamphlet No. 14, Loading of Freight in Closed Cars 
: Pamphlet No. 15, Carload Shipments of Furniture in Closed Cars. 
(26) Pamphlet No. 16, Less-Carload Shipments of Furniture in Closed Cars, 
(27) Pamphlet No. 17, Mixed Carload Shipments of Grain and Grain Products 
in Fibreboard Containers and Sacks in Closed Cars 
Pamphlet No. 18, Shipments of Ink and Like Commodities in Six-Gallon 
Steel Pails and Similar Containers in Closed Cars 


2 Pamphlet No. 19, Methods for Loading and Handling Livestock. 
(50) Pamphlet No. 20, Carload Shipments of Dressed Lumber and Mill Work 
Closed Cars, 
(31) Pamphlet No. 21, Carload Shipments of Machinery in Closed Cars. 
(52) Pamphlet No a Marble in Slabs “A” Frame Method n Closed Cars, 
(33) Pamphlet No. 23, Carload Shipments of Sheet Steel, Tin Plate and Other 
Steel Products in Closed Cars. 

(54) Pamphlet No, 24, Mixed Carload Shipments of Commodities in Wooden 
Cases, Cartons, Drums, Barrels or Pails 

(59) Pamphlet No, 25, Paper and Similar Commodities on Skids in Closed 


(56) Pamphlet No, 26, Gypsum Plasterboard, Wallboard, Sheathing, Lath, 
and Plaster in Closed Cars 
17) Pamphlet No. 27, Carload Shipments of Empty Projectiles, Bombs and 
Cartridge Cases in Closed Cars, 
Pamphlet No. 28, Shipments of Cast Iron Radiators in Closed Cars. 
9) Pamphlet No. 29, Mechanical Refrigerators in Boxes or Crates in Closed 


(40) Pamphlet No. 30, Prepared Roofing Materials in Closed Cars. 
(41) Pamphlet No. 81, Shipments of Soda Ash in Closed Cars. 


t 
(42) Pamphlet No. 32, Carload Shipments of Pulp Grinder Stones in Closed 


(43) Pamphlet No, 35, Carload Shipments of Stoves and Ranges in Crates in 
Closed Cars, 

(44) Pamphlet No. 34, Rules for Loading and Unloading Tank Cars Used for 
Transporting Nondangerous Commodities. 

(45) Pamphlet No. 35, Loading Untreated Cross Ties in Closed Cars. 

(46) Pamphlet No. 36, Bulk Grain in Closed Cars. 

(47) Pamphlet No, 37, Carload Shipments of Pig Lead, Copper Bars, and simt- 
lar Commodities in Closed Cars, 

(48) Pamphlet No. 88, Carload Shipments of Unsaturated Roofing Felt and 
Pulpboard Paper in Closed Cars. 

(49) Pamphlet No. 39, Preparing and Loading of Newsprint. 

(50) Pamphlet No. 40, Carload Shipments of Vitrified Clay Sewer Pipe in 
Closed Cars 
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Pamphlet No. 41, Dictionary of Standard Ter1 for Use in D ribing 
and Bracing Methods for Shipments of Commodities in Closed Cars. 
(52) Pamphlet No. 42, Rolled and Plate Glass (Not Bent) in Closed Cars. 
, (53) Circular No. 42-B, General Rules Covering Loading of Carload Ship- 
ments of Commodities in Closed Cars. 
(b) Publications of the Bureau of Explosives: 
(1) Pamphlet No. 6, Methods for Loading and Bracing Carload and less-Than- 


of Explosives and Other Dangerous Articles 





Carload Shipments 

(2) Pamphlet No. 6A, Methods for Loading and Bracing Carload and Less- 
Than-Carload Shipments of Loaded Projectiles, Loaded Bombs, Ete 

(3) Pamphlet No. 6B, Approved Method for Loading Carload Shipments of 
Gasoline in “Blitz Cans” (7 llon rectungular metal cans) Used by United States 





Government Departments for the Shipment of Gasoline. 


ran Q 


5 November 1952 
Number 4105.51 
MSSR-17 


DEPARTMENT OF DEFENSE DIRECTIVE 


Military Supply System Regulations 


Subject: Procurement of Items Containing Wool—tTitle III, Public Law 488, 
S2nd Congress. 

References: MB memoranda (MBSPR) dated 26 September 1952 and 6 October 
1952, subject as above, are superseded by this directive 

Enclosure: Procurement of Items Containing Woo 


I. PURPOSE 


The Munitions Board at its meeting on 26 September 1952, approved the policies 
and procedures contained in the enclosure entitled, “Procurement of Items Con- 
taining Wool,” for use in the procurement programs of the Military Departments 
of items containing wool in compliance with the provisions of title III, Public Law 
488, Kighty-second Congress. 


II APPLICABILITY 


The procedures outlined in the attached statement shall be applicable to all 


purchases of woolen products involving the expenditure of funds appropriated 
by the above act. 


Ill, DEPARTMENTAL IMPLEMENTATION 


irtment of Defense Directive No. 4000.8, dated 5 
i f the Military Departments shall take the ac- 
aph 2 thereof to implement this directive and 








In accordance with Dep: 
September 1952, the Secretaries 
tion indicated in section IV, paragr 
shall submit revised regulations, procedures, and instructions in duplicate to 
the Munitions Board for approval within 60 days after the date of this directive. 

J. C. Houston, Jr., 
Ac ting Chairman, Munitions Board. 








PROCUREMENT OF ITEMS CONTAINING WOOL 
A, LEGISLATION 


Provisions of title III, Public Law 488, Eighty-second Congress, Department of 
Defense Appropriation Act: 

“Provided, That no part of this or any other appropriation contained in this 
Act shall be available for the procurement of any article of food, clothing, cotton 
or wool (whether in the form of fiber or yarn or contained in fabrics, materials, 
or manufactured articles) not grown, reprocessed, reused, or produced in the 
United States or its possessions, except to the extent that the Secretary of the 
Department concerned shall determine that a satisfactory quality and sufficient 
quantity of any articles of food or clothing or any form of cotton or wool 
grown, reprocessed, reused, or produced in the United States or 
cannot be procured as and when needed at United States market prices 





its posse ssions 
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B. INTERPRETATION OF THE COMPTROLLER GENERAT 





The above provision of law was interpreted by the Comptroller General in 
Opinion B—-110974, 5 September 1952, to the effect that application of the legisla- 
tion probably involved the payment of “some differential’ representing the 
difference as between the cost of domestic wools and the cost of foreign wools 
in the products the DOD buys, and that consequently : 

it appears that the Secretary is required to determine—not whether 
the cost of the domestic bid is unreasonable—but whether the bid is within the 
reasonable range of normal United States market prices for domestic articles.” 

The Comptroller General further held that: 

“If it be found that ‘United States Market prices’ can be reasonably established 
by the application to the world price plus tariff and transportation, of a differen- 
tial which would ve due effect to other applicable factors, this Office would not 
be required to object.” 


( PROCUREMENT PROCEDURES 


1. Invitations for bids for items in which virgin wool is a component part will 
be solicited on an alternative basis: 

a. Manufactured from domestic wool. 

b. Manufactured from foreign wool 

Manufactured from the blending of domestic wool | %) and foreign 
ol ¢ ' 

2. Kach invitation for bids will contain the following stipulations: 

a. It is the policy of the Congress as expressed in title III, Public Law 488, 
Kighty-second Congress, Department of Defense Appropriation Act, to accord 
preference for the use of domestic grown wool in the procurement program of 
the Dey artment of Defense to the extent that such articles containing wool can 
be procured as and when needed at “United States Market Prices.” 

b. As a consequence of the above policy, the factor of the content of domestie 
and foreign wool will be considered in the award of the contract, in addition 
to the otherwise existing factors. 

c. In the event that bids are received on the basis of supplying domestic wool 
for production of the items covered hereby at prices not more than 10% 
above the loan support prices, award will be made for production using such 
domestic wool 

d. In the event that domestic wool is not available at or not more than 10% 
above the loan support prices for production of the items, bids submitted in 
response to this invitation offering 100% domestic wools will be considered 
for award within a price range which exceeds bids which offer 100% foreign 
wools by a differential not exceeding per yard (or per item). Right 
is reserved, however, to increase this differential at the direction of the Military 
Departmental Secretary. 

e. The evaluation of bids using blends of domestic and foreign wools will be 
in proportion to the percentage of the foreign wools to be used 

f. Although bids based on the use of foreign wool will be considered and 
evaluated as set forth above, all stages of manufacturing of the foreign wool must 
be performed in the United States or its possessions, in conformity with the bid 
provisions entitled “Domestic Food or Clothing, Cotton or Wool” (par. oS. = g. 
hereof). 

g. In the event and to the extent that the award of a contract contemplates 
the use of American wool in the manufacture of the items called for herein, the 
contractor warrants that he will comply with the following provision: 

Domestic Food, Clothing, Cotton or Wool.—The contractor agrees that there 
will be delivered under this contract only such articles of food, clothing, cotton 
or wool (whether in the form of fiber or yarn or contained in fabrics, materials, 
or manufactured articles) as have been grown, reprocessed, reused, or produced 
in the United States or its possessions. 

h. In the case of items made wholly or partially of reprocessed or reused wool, 
the following explanatory note will be added to paragraph C. 2. g. 

Not! If the contractor uses reprocessed or reused wool in compliance with 
the specifications in production of the items bid upon, the above agreement will 
be satisfied as to such reprocessed or reused wool if the reprocessing, i. e., gar- 


netting and manufacturing is done in the United States or its possessions, 
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D. BID EVALUATION AND AWARD 


1. In the event that the Procurement Officer finds, on the basis of bids rece ived, 
that domestic wool is available for production of the items, at prices not more 
than 10% above the loan support prices, the contract will be awarded for pro- 
duction using such domestic wool, and the differential computation prescribed 
in paragraph D. 2, 3, 4, and 5 hereof will be disregarded 

2. Provision will be made for the application of a differential to bids based on 
all or part foreign wool for purposes of bid evaluation. The differential will be 
10% of the average of the loan value of representative types and grades of do- 
mestic whole. On the basis of military specification requirements domestie wools 


may be broken down into three broad eategories as follows: 


GRADES 60°S AND FINER 


Category 1.—Approximately 75%¢ is Staple and Good French (worsted type). 
Category 2 25 is Short French Combing and Clothing (woolen type). 
GRADES 50’S—06'S 


Category Approximately 86° is Staple and Good French (worsted) 
t 


Approximi ely 14%¢ woolen type 


~~ 


Category 
GRADES BELOW 5085 


Category 5.—All Staple and Good French 

For items the specifications for which require use of the above categories the 
differential will be 10% of the average of the loan value established by the De- 
partment of Agriculture determined as follows: 

Category 1.—The average of the grades listed under Classes A—2 and B—1 of 
Territory Original Bag Wools and A—2 and B-1 of Graded Fleece Wools. 

Category 2.—The average of the grades listed under Classes A-+4+ and B-2 of 
Territory Original Bag Wools and A-3 and B-2 of Graded Fleece Wools 

Category 3—The average of the grades listed under Classes C-1 and D-—1 of 
Graded Territory and C-1 and D-1 of Graded Fleece Wools. 

Category 4.—The average of the grades listed under Classes C-2 and B-2 of 
Graded Territory and C—2 and D-2 of Graded Fleece Wools. 

Category 5 The average of the grades listed under Classes E-1 and F-1 of 
Low Quarter Blood. 

Examples of the determination of the differential for several military items 
are attached. 

3. In the event a bid using domestic wool is within the range of the differential 
above computed, award will be made by the Procurement Office to the extent 
of its otherwise existing authority. 

4. In the event of tie bids, after price adjustments and based on the use of 
domestic or foreign wool, award will be made to the bidder utilizing domestie 
wool or the highest percentage of domestic wool. 

5. In the event that this differential is not sufficient to secure awards using 
domestic wool, the bids will be forwarded to the Procurement Secretary for 
decision with appropriate recommendation for award. 


EXAMPLES OF APPLICATION OF THE DIFFERENTIAL TO PARTICULAR ITEMS 
Category I Item 


Cloth, wool, serge, 18 0z 


Minimum Wool Grade 60s (QMC Standard) 

Number of pounds required per yard—1.6 lbs. 

Loan support prices of representative types and grades listed in the procedure: 
1. 58 

1. 48 

1.58 

1. 46 

6. 10—Average $1.525 per Ib 

10% of $1.525=$.1525 

Differential, $.1525 <1.6 Ibs.=S$.244 
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Category II Item 
Cloth, wool, melton, 16 0z. (Navy) 


Minimur Wool Grade Gis 
Number of pounds required per yard—1.25 Ib. 
Loan support prices of representative types and grades listed in the procedure: 


»9S—Average $1.595 per Ib. 
10 of $1.3895=$.13895 


Differential—8.1395 X1.25 Ibs.=8$.174375 per yd. 


13 November 1952 
Number 4170.4 


MSSR 18 


DEPARTMENT OF DEFENSE DIRECTIVE 
Military Supply System Regulation 


Subject : Semi-Annual Report on Conservation of Strategic and Critical Materials 
(DD-MB(SA)579) 
Reference: DOD Directive No. 4100.12, MSSR 14, 3 November 1952 


I. PURPOSE 


This directive implements section III E 8 of DOD Directive 4000.8 (MSSR 1). 
In section VI, paragraph (k) of the reference, the military departments were 
advised that a semiannual report on the conservation of strategie and critical 
materials would be requested by the Munitions Board by separate directive. 
The purpose of this directive is to set forth this reporting requirement. 


Il. DEFINITIONS 


A. Strategic material: A material which is vital to the security of a nation 
and which must be procured entirely or to a substantial degree from sources out- 
side the continental limits of that nation because the available production will 
not be sufficient in quantity or quality to meet requirements in time of national 
emergency. 

B. Critical material: A raw or partially processed material that is required 
for essential uses in a war emergency and that is not expected to be available in 
quantity, in quality, or in time to meet requirements of such an emergeney. 

©. These definitions will be amplified in the near future by the issuance of 
specific lists of materials meeting the criteria of each definition. 


Ill, REPORTS REQUIRED 


A. Each military department will submit semiannual reports covering all 
phases of programs for the conservation of strategic and critical materials on 
DD Forms 669 and 669-1 (1 September 1952). The reports will be in three parts: 
Part I—Measures Adopted; Part IIl—Measures in Progress; and Part III 
Measures Under Consideration. Specimen copies of the forms with illustrative 
entries and instructions where not otherwise self-explanatory are attached. 

Lb. Each semiannual report submitted in accordance with this directive should 
contain a brief summary of the more significant savings reflected in the report. 
The summary should identify the material involved and the estimated savings 
(or actual savings if such data are available) expressed in weight or volume for 
the period indicated in the report. 

C. Fifty copies of each departmental report are required. Such reports should 
be prepared by mimeograph stencil or other duplicating process, 





FEDERAL SUPPLY MANAGEMENT 


IV. CLASSIFICATION 
of any data 


The report as a whole should take the highest classification 
therein. Each line entry relating to a specific ite should be given its own 
classification to permit better use of the info 

V. REPORTING DA 

Reports will be submitted to the Vice Chairma for Materials, Munitions 
Board, not later than 45 days after the end of the semiannual reporting periods. 
The first report will cover the 6 months ending 31 December 1952 

VI. REPORT CONTROL SYMBO 
Report Control Symbol DD-MB(SA)-579 has been assigned to this reporting 
requirement, 
J. D. SMALL, 
Cc) man, Munitions Board, 
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DEPARTMENT OI HE AIR FOorRCE, 
Wasl ton, October 2, 1952 
Memorandum for Mr. Foster 


Your directive of September 5, 1952, “Military Supply System Regulations, 
requested monthly reports on progress toward implementation. I would like to 
state, as my first report, that the followit j 
the Air Force. 

a. All Major Air Commanders have been notified that they will assume no addi 
tional responsibilities for common-use items, and will create no additional inde 
pendent or expanded supply facility for those items. Instructions to this effect 
had been issued prior to the 5 September 1952 directive, but were restated imm«e 
diately thereafter (Enclosure 1.) 

b. New contracts for construction and rental of all commercial type facilities 
were prohibited as of September 8, 1952. This prohibition applied not only to 
those commercial type facilities which are to be used in connection with common 
items, but to all others as well After this action was taken, lists of the sus 
pended projects were forwarded to your Director of Installations for his review 
and approval 

ec. Based on the guidance contained in your MSSR directive, action was ini 





major actions have been taken within 











tiated with the Department of the Army to determine responsibilities Conti 
nental Europe for the depot storage and maintenance of common-use iten This 
action consisted of asking Gen. Handy to prepare cost studies for each of the 
several methods which may be employed in the performance of those functions 


As soon as the costed plans are available, the two Departments and your office 


will be in a position to install the best method on a judicious basis, with full 
regard to over-all economy and military effectiveness, 

The entire secretariat and staff within the Headquarters of the Air Force were 
alerted to the importance of the directive, and to the care with which it should 
be implemented. Special organizational measures were taken to facilitate that 
implementation, as is indicated by the three memorandums attached hereto, All 
Major Air Commanders were given copies of the directive because of its import 
and interest 

Roswe.. L. GILpatTric, 
Under Secretary of the Air Foree 


DEPARTMENT OF THE AIR FORCI 
STAFF MESSAGE DIVISION 


Outage ing Clear Message 
Hq. USAF. 
To: All major commanders 
Part I. In accordance with (1) Section 638 of the Appropriation Act of FY 53, 


which became effective on S Sep 52, and (2) directives issued by the Secretary 
of Defense, no officer or agency in or under the Department of the Air Force 
shall obligate or authorize the obligation of any Air Force appropriation funds 
for procurement, production, warehousing, distribution of supplies or equipment 
or related supply management functions, except in accordance with existing 
reculations, procedures, and instructions, and Part IL of this message. 

Part Il. Regardless of any prior interdepartmental agreements, no officer or 
agency in or under the Dept of the AF shall obligate or authorize the obligation 
of any Air Force appropriated funds for the creation of additional independent 
or expanded supply facilities for Common-use-standard-stock items of supply 
without specific approval of this Headquarters subsequent to 8 Sep 52. 

Part III. The above provisions are contained in, or are interpretations of, the 
Appropriation Act, and compliance by all concerned is mandatory ; therefore it is 
considered absolutely essential that this information be transmitted immediately 
to all those organizations under your jurisdiction to which these provisions would 
apply. 

Part IV. It is requested that information be furnished this Headquarters which 
will indicate the effect of the implementation of the above provisions on your 
FY 53 operating program for which budget authorizations have been established 
This information should be forwarded so as to reach this Headquarters on or 


before 26 September 52 
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SEPTEMBER 17, 1952 


Memorandum for the Chief of Staff 
Subject: Military Supply System Regulations 

On September 5, 1952, the Secretary of Defense issued Department of Defense 
Directive No. 4000.8, entitled “Military Supply System Regulations.’ I regard 
these Regulations as most important and I intend to keep their implementation 
under close observatio 

The Regulation msist, in general, of policy statements which will be imple- 
mented by further detailed directives to be issued by the Secretary of Defense. 
The Air Force is required to issue regulations, procedures, and instructions re- 
flecting these implementing directives. These should be submitted for my ap- 
proval. In addition, for the time being, any major action of the Air Staff under 
the Regulations should be submitted for my approval prior to the finalization of 
that action. 

The greatest impact of these Regulations will fall, in the Secretariat, on my 
office, and in the Air Staff, on the Deputy Chief of Staff, Matériel. However, 
the scope of the Regulations is such that all segments of the Secretariat and the 
Air Staff will be involved 

It is most important, therefore, that all actions in the Secretariat and in the 
Air Staff be coordinated to the maximum extent possible. Accordingly, I am 
designating my office as the point of coordination within the Secretariat and 
suggest that you also designate a point of coordination in the Air Staff. I recom 
mend that this be the Deputy Chief of Staff, Matériel 

As a matter of immediate concern, the Air Force is required, pursuant to Para- 
graph 1V—4 of the Regulations, to maintain a record of major actions taken under 
these Regulations and to make progress reports regarding the implementation 
of the Regulations and directives issued thereunder. I suggest that the office 
in the Air Staff designated by you as the point of coordination also have these 
responsibilities 

R. L. GILparric. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE CHIEF OF STAFF, 
UNITED STATES Arr Force, 
Washington, D. C., 19 September 1952. 
Memorandum for Deputies, Directors, and Chiefs of Comparable Staff Offices. 
Subject: Military Supply System Regulations, 

1. The Under Secretary of the Air Force has informed the Chief of Staff that 
he regards Department of Defense Directive No, 4000.8, dated 5 September 1952, 
entitled “Military Supply System Regulations” as most important and intends to 
closely observe implementation of this directive. 

2. | quote below the pertinent provisions of Mr. Gilpatric’s memorandum of 
17 September 1952: 

“The Regulations consist, in general, of policy statements which will be im 
plemented by further detailed directives to be issued by the Secretary of Defense 
The Air Force is required to issue regulations, procedures, and instructions 
reflecting these implementing directives. These should be submitted for my 
approval. Inaddition, for the time being, any major action of the Air Staff under 
the Regulations should be submitted for my approval prior to the finalization 
of that action 

“The greatest impact of these Regulations will fall, in the Secretariat, on my 
office, and in the Air Staff, on the Deputy Chief of Staff, Matériel. However, 
the scope of the Regulations is such that all segments of the Secretariat and the 
Air Staff will be involved. 

“It is most important, therefore, that all actions in the Secretariat and in the 
Air Staff be coordinated to the maximum extent possible. Accordingly, I am 
designating my office as the point of coordination within the Secretariat and 
suggest that you also designate a point of coordination in the Air Staff. I recom 
mend that this be the Deputy Chief of Staff, Matériel. 

“As a matter of immediate concern, the Air Force is required, pursuant to 
paragraph LV-—4 of the Regulations, to maintain a record of major actions taken 
under these Regulations and to make progress reports regarding the implementa- 
tion of the Regulations and directives issued thereunder. I suggest that the 
office in the Air Staff designated by you as the point of coordination also have 
these responsibilities.” 





FEDERAL SUPPLY MANAGEMENT 75 


The Office of the Deputy Chief of Staff, Matériel is hereby designated as the 
focal point in the Air Staff for coordination of all matters pertaining to this 
subject. This designation includes the responsibilities enumerated in the memo- 
randum quoted above. 

WILLIAM F. McKer, 
Vajor General, ( N Lin Force, 


tssistant Vice Chief of Staff. 


DEPARTMENT OF THE Arr FORCE, 
HEADQUARTERS UNITED States Ark Force, 
Washington 25, D. C., 29 September 1952. 
Memorandum for: Se aaa ia sin ce ieee Seceteed 
Subject : Military Supply System Regulation. 

1. Reference is made to DD Directive 4000.8, “Military Supply System Regula- 
tion,’ 5 September 1952. The Vice Chief of Staff has charged the Deputy Chief 
of Staff, Matériel with monitorship of staff actions required to implement that 
directive. Under this authority, responsibilities for monitoring and coordinating 
actions required under specific paragraphs of the directive are assigned to staff 
agencies as shown in the inclosure hereto. 

2. It is the intention of Department of Defense staff agencies to consult with 
the military Departments in establishing methods and procedures, and pre- 
paring the additional DD directives required by DD 4000.8. For this purpose, 
meetings will be called, sometimes on short notice. Project Officers will be 
necessary. ‘These officers should be able to provide readily any information re- 
quired, to indicate the impact on the Air Force of any proposal under considera- 
tion, to offer constructive suggestions, and to discuss objectively their own sug- 
gestions and those advanced by others. For these reasons, the project officers 
should be senior officers : Colonels or, if necessary, Lt. Colonels. 

3. It is requested that you designate a Project Officer for each of the para- 
graphs of DD 4000.8 assigned to you, not necessarily a different officer for each 
paragraph. His name, room number, and telephone number should be forwarded 
without delay to my Project Officer, Col John C. McCawley, AFMPC, Room 
4E-274, extension 78197. A list of designated Project Officers will be dissemi- 
nated within the Air Staff. 

4. In anticipation of DD inquiries, each Project Officer should prepare a de- 
tailed outline or draft of the language he would like to suggest for inclusion in 
new DD directives. Early and thorough mediation of this sort is essential be- 
cause of the importance of the endeavor. 

5. In addition to the staff agencies assigned specific monitorships herein, 
many other staff agencies have collateral interests. The designated Project 
Officers are expected to consult all of them and keep them advised. 

6. Coordinated central guidance will be provided as necessary, through this 
office. For that reason, Project Officers should send copies of all important 
actions to my office. 

Tuomas B. McDona tp, 
Major General, USAF, 
Assistant for Matériel Program Control, 
Office, Deputy Chief of Staff, Matériel. 
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DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECR ARY, 
WASHINGTON, 10 Oct. 1952. 


Fr Secretary of the Navy 
: of Defense 
Sub Military Supply System Regulations, Monthly Report of Progress in 
Implementation of 
MSSR 1 of 5 Sept. 1952 
(b MSSR 5 of 2 Oct. 1952 
OSD (Comptroller) memo of 12 Sept. 1952 to SecArmy, SecNav, and 


SecAF. 


1. The following report is submitted in accordance with references (a) and (b). 


” The Office of Naval Material has been assigned responsibility for the coordi- 


nation of action, within the Navy Department, required to carry out Department 
of Defense directives, issued to implement reference (a) Within the period 
covered by this report, 5 September to 30 September 1952, no implementing 


Department of Defense directives have been received. However, it is considered 
that reference (c) is an item of major significance, and accordingly, the pro- 
mulgation of it to the bureaus and offices of the Navy Department is reported as 
major action taken in this regard. 

Due to the fact that reference (a) has been effective for such a short period, 
the above two measures comprise the major action taken. However, the Navy 








Department has received drafts of two proposed Department of Defense directives 
and these are being reviewed for Comment and recommendation. In addition, 
requests have been received for copies of departmental instructions pertaining to 
thirteen existing Department of Defense directives which are being reviewed for 
validation as being in consonance with the Basic Regulations. Departmental 
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instructions have been forwarded for six of these existing directives and the 
remainder are being processed in accordance with the timing specifically indicate 


n the individual requests 








LSSis S yu of ti Navy 
DEPARTM ( roe ARMY, 
Washi 107 » £F. se October 10, 1952 
Memorandum for: The Secretary of Defense. 
Subject: Military Supply System Regulations 4000.8 (MSSR1 
1. Reference is made to paragraph 4, Sectic IV, of Department of Defense 
Directive 4000.8 (MSSR1) \ prescribes that a monthly progress report re 
the implementation of the directive will be furnished your office. 
2. For reporting purposes, major actions are considered to be those actions 


taken by the Department of the Army for the purpose of modification of its ex- 
isting regulations, procedures, and instructions in implementation of the Military 
Supply System Regulations The actions to be reported by the Department of 

é the Army will be those resulting from directives originating within the Office of 
the Secretary of Defense or actions which embody proposals by the Department 
of the Army to the Office of the Secretary of Defense. 


a. In compliance th instructions contained in Memorandum from the Office 

of the Assistant Secretary of Defense, dated 12 September 1952, the Chief of 

° Engineers and overseas construction commanders have been directed to suspend 
further obligation of funds for commercial and industrial-type facilities pending 

further instructions. This action implements the provisions of paragraph III B2 


of Department of Defense Directive 4000.8 (MSSR1) 

b. Disposition Form, G4/E 56094, subject: “Improvement of Army Supply 
Practices”, dated 9 September 952, implemented memorandum from the Deputy 
Assistant Secretary of the Army (R&M), dated 4 September 952, subject: “Don 
ner Committee Criticism of Army Supply Practices.” This memorandum covers 
commercial-type nonmilitary items (Tab. 1.) 

¢. Radio dispatched to Heads of all Procuring Activities, for information and 
guidance, pertaining to regulations issued by the Secretary of Defense under 
Section 638, Department of Defense Appropriations Act, 1953 (P. L. 488, 82nd 
Congress), dated 5 September 1952 (Tab 2) 

d. Instructions to Chiefs of Technical Services giving guidance on the imple- 
mentation of the Basie Regulations 

3. A number of actions which require considerable study, research, and assem 
bly have been taken by this Department which do not fall within the major 
action category as defined in paragraph 2 above. Approximately fifteen actions 
of this type are currently in process of preparation. The requirements of these 
actions impose a significant workload on the Department of the Army agencies 
involved. This type of action is exemplified by copy of Memorandum from the 
Munitions Board attached as Tab 4. 

FRANK PACE, Jr., 
Secretary of the Army. 
[Disposition form] 
9 Sepr. 1952. 
Comment No. 1 
File No. G4/B 56094 
Subject : Improvement of Army Supply Practices. 


? From: G-4. 
To: Chief of Ordnance 
Chief of Engineers 
Chief of Transportation 
* The Quartermaster General. 


The Surgeon General. 
Chief Signal Officer. 
Chief Chemical Officer. 


1. Your attention is invited to the inclosed copy of a memorandum from the 
Deputy Assistant Secretary of the Army (R&M), dated 4 September 1952, subject 
“Bonner Committee Criticism of Army Supply Practices.” This memorandum 
covers commercial type, nonmilitary items. You are hereby directed and author 
ized to implement it at once to the extent practicable. 
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2. Recognizing the peculiar character of the commodities handled by the 
several technical services, their variations in organization and the different types 
of industry with which they deal, it will be necessary that each Chief of a 
Technical Service issue a detailed implementing directive to carry out the in- 
structions of the Assistant Secretary's office, and the instructions in this directive. 
The basic implementing directive of each Chief of a Technical Service to his 
installations will be submitted to The Assistant Chief of Staff G—4 for approval 
prior to issue; this submission to The Assistant Chief of Staff G-—4 will be not 
later than ten days from the date of this directive. Each basic implementing 
directive will contain a specific initial list of items, as referred to in paragraph 2 

f the memorandum referred to in paragraph 1 above; these lists may be by 
specilic items or by clearly defined categories of items. 

3. In implementing paragraph la of Inclosure #1, it is the duty of each Chief 
of a Technical Service so to control his procurement actions, considering lead- 
time, that deliveries are not made to depots so as to raise the stock level over 
three months’ supply (or a higher level if specifically authorized by G-—4). 
Where practicable, existing contracts should have their deliveries readjusted, 
if economical to the United States, so as not to violate the three month supply 
evel stipulation. 

t. With reference to paragraph 1b of Inclosure #1, particular attention is 
invited to the difference between the use of “open end” and “eall’” type supply 
contracts. The “open end” contract (of which General Services Administration 
has a number) is designed primarily for the quick supply locally, from dealers’ 
or manufacturers’ warehouses, or relatively small quantities. The “call” type 
of contract is a definite contract at a definite price for a definite quantity, with 
deliveries to be called for by specified officials named in the contract and de- 
liveries to be made of relatively large quantities directly from the manufacturer 
to the user. This type of contract would therefore be applicable to servicing 
large users, including a port of embarkation in many cases. With respect to the 
legality of the “call” type of contract, attention is invited to the attached copy 
of a memorandum from the Chief of the Procurement Division, JAG, on this 
subject, dated 5 September 1952. 

5. In implementing objective 1c of Inclosure No. 1, the “call” type of contract 
is one of the best methods of achieving this end. There are, of course, other 
cases where the needs of the users are accurately known or can be closely 
estimated, where specific contracts can call for deliveries direct from the manu- 
facturer to the user. The object is to avoid the delay and expense of taking 
supplies into a depot, storing, handling, re-issuing and re-transporting them, often 
involving backhauling. In the use of “call” type contracts the intelligent admin- 
istration of inspection would be very essential, depending on the type of article 
being procured. One of the best methods to apply in this type of contract is con 
sidered to be the Qualified Products List. (Section 2, Part 5, Army Procure- 
ment Procedures, ) 

6. With reference to objective 1d of Inclosure No. 1, excess stocks can not only 

be liquidated by regular issues, supplemented by the issue of substitute or limited 
standard items, but also, in a number of cases, by the use of exchange contracts as 
covered in paragraph 13-602 of Army Procurement Procedures. With respect to 
the quarterly report called for in paragarph 1d of the inclosure (Inclosure No. 1), 
comments are requested as to already existing periodic reports which might be 
made the vehicle for this report rather than initating new special reports on 
this subject. 
7. The handling in Army depots of very small requisitions for the categories 
of items here being discussed can, in most cases, best be handled in the over-all 
interest of the Government, that is, most economically and most expeditiously, 
by giving the appropriate technical service supply officer at posts, camps, and 
stations, a small money allotment quarterly from which to buy such items, with 
a limit on each transaction to be set by the Chief of the Technical Service. Pro- 
visions of AR 715-8 should be implemented to the maximum. 

S. The use of GSA regional warehouses for quick supply of small quantities 
which they have in stock is to be encouraged, as already authorized in Section V 
of Army Procurement Procedures. 

9. It is further desired that arrangements be made whereby military attachés, 
recruiting stations, district procurement offices, ROTC units, ete., will be allowed 
a money allotment for local procurement within such reasonable limitations as 
each Chief of a Technical Service may consider applicable to his type of supplies. 
In this connection attention is invited to four simplified methods of effecting 
small purchases: (a) DA Form 383, (b) Imprest Fund Procedure, (c) Standard 
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Form 44, and (d) “Blanket” type purchase order. Method “d” is now being 
authorized by GSA and should be used to the maximum extent possible. It is 
anticipated it will be issued about 15 September 1952 

10. The success of the aim of this directive, namely quick and economical sup 
ply, will depend on the energy and initiative of the commanders of the arsenals, 
depots and other installation. After he has been given necessary delegated 
authority, the commander must so arrange his operations that major transac 
tions involving considerable amounts of money will be brought to the attentio 
of key officials of his installation and, in the most important instances, to his 
personal attention. Vechanical and routine operation of the sustem will not 
achieve the ends desired. Dt pending on the size and mission of the operation 
the commander must install his own system whereby important transactions are 
lifted out of the routine for handling by an experienced and responsible official, 
or himself, 

11. Regarding inventory and stock control reports, it is demonstrable that in 
ventory control by electrical accounting machines of items of small value and/or 
where the volume of transactions is small, is costly and generally neither efficient 
nor economical, The same is true with respect to filling requisitions for items of 
small unit value where the interest of economy will be served best by issuing the 
nearest reasonable commercial package thereof. 

2. With respect to estimating procurement requirements and the making of 
stock control studies, judgment must be applied to items of small value to get 
the reqirements periodically by a less complicated procedure, using estimates 
based on regional records of past issues and demands. The objective is to avoid 
making the computation of the requirement and similar bookkeeping more expen 
sive than the items involved. 

W. O. REEDER, 
Major General, GS, 
Deputy Assistant Chief of Staff G—4. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington 25, D. C.. 5 Se ptember 1982. 

JAGT 1952/7223 
Memorandum for: Major General John K. Christmas, Chief, Procurement Divi- 

sion, G4. 
Subject: “Call” Type Contracts 

1. In connection with your verbal request regarding the use of so-called “Call” 
type contracts, the following remarks are submitted. 

2. It is understood that the type of contract proposed under the name “Call” 
type contract is as follows: 

a. The contract will be for a definite quantity of items, at a definite unit price, 
and that the funds for the quantity of items will be obligated. 

b. The items will be delivered, during the life of the contract, on the call of 
named officials. 

ec. The quantities to be called for within any specified period will be limited 
to specified amounts 


3. This office perceives no legal objection to such contracts, 
ALBERT N. HICKEY, 
Colonel, JAGC, 
Chief, Procurement Division 
(For the Judge Advocate General). 


DEPARTMENT OF THE ARMY, OFFICE OF THE ASSISTANT SECRETARY, 
Washington 25, D. C., 4 September 1952. 
Memorandum for the Assistant Chief of Staff, G4. 
Subject : Bonner Committee Criticisms of Army Supply Practice. 


1. A very high percentage of the causes of the sound and justified criticisms 
the Bonner Committee levels at the Army can be removed by the prompt accom- 
plishment of four objectives, all of which involve sound business practice, and 
all of which are within the framework of existing Army regulations. These 
objectives are as follows: 
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a. To control procurement actions in areas of commercial type, non-military 
items so that the nationwide inventory position will be reduced to and main- 
tained at the composite stock levels authorized by AR 710-25 (which is 3 months’ 
supply), plus other identifiable and specifically authorized mobilization or other 
reserves 

b. To use open end or “call” type contracts for all major procurement actions 

the supply area defined in “a” above, where industry practice and assurance 
of supply of specific items make such contracts feasible and economical. 

ec. Effective upon the accomplishment of the inventory liquidation defined in 
subparagraph “a” above, utilize direct shipment from manufacturer to consuming 
nstallation of all supplies, as defined in subparagraph “a” above, where such 
action will accomplish a net economy. In this sense, net economy is defined as 
meaning where the cost of transportation from manufacturer to depot plus the 
ost of receiving, storage, and issue at depot, plus transportation to the using 
unit, is greater than transportation cost from the manufacturer direct to the 

ng installation. In determining the net economy the cost of inspection will 
be considered 

d. Stocks of non-standard and obsolete items in Army depots are to be promptly 
identified, segregated, recorded, and liquidated as rapidly as possible within the 
framework of applicable regulations, with a suitable report of progress rendered 
quarterly to the Assistant Chief of Staff, G—4 

2. These objectives are to be implemented so as to apply to all technical serv- 
ices of the Army. This action will be initiated with a specific list of items for 
each technical service; these lists will be expanded expeditiously as implemen- 
tation progresses, 

5. It is requested that you promptly take steps to accomplish these objectives 
effectively and expeditiously. I will appreciate being personally informed pe- 
riodically of the progress made toward the accomplishment of these objectives. 

HAROLD PEARSON, 
Deputy Assistant Secretary of the Army (R&M). 





DEPARTMENT OF THE ARMY 


STAFF COMMUNICATIONS OFFIC] 


G4/E1 55596 Dept Ar 
Washington, D. C., T. J. Reidy, 
HOVDT 
CG Army One, New York, N. Y¥.; CG Army Two, Ft. Meade, Md.: CG Army 
Three, Ft. MePherson, Ga.; CG Army Four, Ft. Sam Houston, Tex.; 
CG Army Five, Chicago, Ill.; (G Army Six, San Francisco, Calif.; Chief, 
Armed Services Medical Procurement Agency, Brooklyn, N. Y.: Superin- 
tendent, United States Military Academy, West Point, N. Y.; CG US ARAL, 


Flemendorf AFB, Al.: CG US ARCARIB, Ft. Amador, C. Z.;: CINCPE, 
Lokyo, Japan; CINCUS AREUR, Heidelberg, Germany; CG US ARPAC, 
it. Shafter, T. H.; CG TRUST, Trieste; CG USFA (Rear), Salzburg, 
Austria 

Info: Comdt., CGSC, Ft. Leavenworth, Kans 


NR: DA 857197 


2) SEP. 52. 
Reference section 638, Department of Defense Appropriation Act, 1953, quoted 
ion 5, DA Bulletin 9, 1952. Request all contracting officers your jurisdiction 
be notified soonest of following memorandum, Secretary of Defense, 4 September 
1952, addressed Secretaries of military departments: 

As you know, section 638 of the current appropriations act of the Department 
of Defense comes effective on September &S, 1952 Accordingly, after that date 
funds for procurement, production, warehousing, distribution of supplies or 
equipment, or related supply management functions, may not be obligated ex¢ ept 
in accordance with regulations issued by the Secretary of Defense. 

“While it is expected that such regulations will be duly issued by September 8, 
t is necessary for you to give to the appropriate personnel in your departments 
advance information for their guidance on and after September 8. 
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“This memorandum is to advise ve that the new regulat ns W provide that 
with the exception noted below, existing 1 ation, procedures, and instructions 
shall continue in effect until changed by rectives implementing the new regula 
tions These directives will be issued from time to time W specify the 
changes to be made in existing regulations, procedures na structi The 


will further set a date upon which such changes w ln e effective sulhciently 
in advance to permit due notice to be given field personne he reg o ¢ ep 


tion consists of the following provis 
“Regardless of any rio terdepartmental agreement ld ma nae 


pendent or expanded Ipply fac ties for com l st ird-st l¢ s ol 


suppl shall be created without ) - al ( t the Ne ( \ Defense 

Since Secretary of Defense has adopted existing p nt regulations pro 
curement by DA contracting agencies on 2 ifter S Septe er 152 is authorized 
and will not be interrupted by time limit established by section 63S of cited 
Pproprracron act 


File No. G4/B1 56388 
Subject: Military Supply System Regulations 
Krom: G4 
To: TQMG 
Cofkners 
CofOre 


TSG 








mlO 
CofT 


1. Department of Defense Directive 4000.8, subject as above, dated 5 Septem 


ber 1952, and Department of Defense Directive 4000.9, same subject, dated 5 Sep 
tember 1952, are furnished for your information and guidance rhe directives 
are written in a m ( W ( imposes upe the A v two mie ately effe 





tive restrictive requirements 


»” Attention is directed to Department of Defense Directive 4000.8, subject 








as above, dated 5 Sept ver 1952 

a. Section III, paragraph K, entitled “Supply System Expansion Prohibited’ 
Which reads: 

‘1. Effective on and after September 8, 1952, unt m fied bv a « ective 
issued by the Secretary of Defense, and regardless of any prior interdep mental 
agreements, and without the necessity of any implementing directiy 
no additional independent or expanded supply f itic reo n-Nse tand 
ard-stock items of supply sh: e created without prior approval by tl Ser 
retary of Defense 

It should be noted that unde the provisions f Dey tment o Defens Di 
rective 4000.9, Same subject, dated 5 September 1952 v relief from the p 
sions of this paragraph w | era d by e Secre Ly SP eXi ‘ 

b. Section IV “Implementation”, with parti r reference to the requireny 
that the regulations, procedures, and instructions of the tary’ departments 
Will be progressively ind yn | \ tered to reflect } nges 1 } 
implementing directive issued by the Department of Def ( e., the 
department shall, as soon as vy be after the issuance of each s h Depa ent 
of Defense Directive and it y event wit the time specifi thin such d 
rective, cause reguiations, | ceedu s, and structiol the m I 
ment to be revised to incorporate the substance of the Department of Defenss 
directive so issued. The regulations, procedures | : if the \ 
department so re d will be issued only after app geney or officia 
of the Department of Defense charg ith the responsil f ‘ itter ) 
which the directive is concerned as provided in Depart t of Defense D 
1000.9, same subject, dated 5 Sept ber 1992 

3. The Department of Defense Directives rr | graph 1 ab 
indicate that except for the above, resp SLDLLIE te i 1 g m to ¢ 
with the requirements of the Military Supply System Reg tions rests W 
the Office of the Secretary of Defense 

., ees KI 
] G ( (Gj 
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MUNITIONS Boarp, 
Washington 25, D. C., September 22, 1952. 


Memorandum for: The Assistant Secretary of the Army (R. & M.). 
The Assistant Secretary of the Navy. 
The Under Secretary of the Air Force. 
Subject: Implementation of Department of Defense Directive 4100.10, 
Department of Defense Small Business Program,” 8 September 1952. 


Revised 


l. Section IV, paragraph 1, Department of Defense Directive 4000.8, “Military 


Supply Systems Regulations,” dated 5 September 1952, provides that outstanding 
directives issued by the Office of the Secretary of Defense shall become a part 
of the Military Supply Systems Reculations when certified as in conformance 


with the basic Regulation by the Secretary of Defense or his designee. 

2. Department of Defense Directive 4100.10, “Revised Department of Defense 
Small Business Program,’ 8 September 1952, is now being reviewed prior to 
ecertihneation 

5. In order to assist in the review of the above-cited directive, it is requested 
that two copies, properly marked so as to readily identify the pertinent portions 
of each implementing regulation, procedure, or instruction issued under this 
directive by the three Military Departments, their Technical Services, Bureaus, 
or Air Materiel Command, be forwarded by each department under one cover to 
the Munitions Board, to arrive not later than 380 October 1952. 

J. C. Houston, Jr., 
Acting Chairman, 


OFFICE OF THE SECRETARY OF DEFENSE, 
MILITARY TRAFFIC SERVICE, 
Washington 25, D. C., Oct. 18, 1952 


Memorandum for: The Secretary of Defense. 
Subject: Reports under Military Supply Systems Regulations. 
Reference: DCD Directive 4000.11, MSSR 5. 


In response to provisions in the referenced Directive, enclosed is schedule for 
the review and approval of departmental regulations and certification of Military 
Traffic Service directives. 

The departments have been instructed to furnish implementing regulations to 
Military Traffic Service on a phased basis between 22 October 1952 and 5 No- 
vember 1952, and Military Traffic Service expects to review and approve all such 
regulations on or before 22 November 1952. 

The tentative date for Military Traffic Service to complete this program is 
1 January 1953 


KENNETH L. Vore Director. 
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ASSISTANT SECRETARY OF DEFENSE, 
Washington 25. D. C.. 17 October 1952 


Memorandum for: The Secretary of Defense 
Subject : Report under Military Supply System Regulations, 
teference 


Dol) Directive 4000.8, MSSR 1 
(b DoD Directive 4000.9, MSSR 2 


(¢) DoD Directive 4000.11, MSSR 5, 

1. This memorandun for the purpose of reporting as required under refer 
ence (b) and (c) for the period 5 to 30 September 1952, inclusive, on the prog 
ress made in implementing those sections of reference (a) for which responsi 

ty was allocated to the Assistant Secretary of Defense (Comptroller) under 
eference (b) 

” With respect to paragraph III, C, 2 of reference (a) concerning the develop 
line f an integrated system of quantitative and monetary supply accounting, 

bee determined that the initial efforts in the general implementation of 

yt ple shall be concentrated in those sup] ly ecntegories Where stock fund 

1 ! s being inaugurated or further developed, thus serving both this prin 

ciple and that enunciated under paragraph IIT, C, 6 of reference (a) Under a 
( ed aspect of this principle, the following progress can be reported: 


\ survey of present methods of accounting for government-furnished ma 
e hands of contractors, Which was inaugurated some time ago by the 





) | Defense Comptroller,. was continued in collaboration with the De 
| ent of the Na and tentative arrangements made to pursue similar studies 
the Department of the Air Fores Based upon findings ur der such surveys 
ents have een made to collaborate with the Munitions Board in the 

. existing regulations governing the accounting for GFM. 
With respect to paragraph III, C, 6 of reference (a) concerning the use of 
Sto evolving) Fuels to finance inventories of Common-use standard-stock 

the fe hg Progress ¢ in be reported: 

Department of Defense Regulations governing the establishment and op 
eration of Stock Funds have been completed and fully coordinated with the mili 
departments and other interested agencies in the Department of Defense. 
Phere re ft points still to be coordinated with the Bureau of the Budget and 
the Get al Accounting Office, but it is expected that such regulations will be 
published as a MSSR during the ensuing month. 

b) The charter of the Clothit and Equipage Division of the Army Stock 
Mund > amended to provide for the capitalization as of 1 July 952 of war, 
mol zation and special reserve stocks, which include the Wool Reserve (Army 


por on and the Dueck and Webbing Pool 
Phe Army Quartermaster Corps, in collaboration with the Assistant Chief 


Staff (G4), the Office of the Army Comptroller and the Office of the Defense 
( wot? er. h e continued with the ade velopl ent of pleat s to extend the scope 
he Ari Stock Fund operations within the Quartermaster Corps to the cate 
( ter bulk petroletim products, general supplies and (certain) 
\ 1 zet date of 1 November has been established for the comple 
! nd a schedule of implementation 
Cities f the ¢ pti ! f the Army and the Air Force have col 
( n the development of accounting precedures governing stock fund 
d dental supplie Independently of this action the Office 
_ et General also devel ped accounting procedures and the interested 
‘ e now holding meetings to review the procedures and resolve the dif 
ference \ fir target date for installation of such procedures on a test basis 


\cting Secretary of the Navy issued a directive requiring that action 


‘ ‘ blish revolving stock fund for use of the Marine Corps for 
fit ! com ise standard stock items Under the provisions of this dire¢ 
‘ oint working panel composed of representatives of the Commandant of 
M e ¢ ps, the Chief of Naval Material and the Comptroller of the Navy 
be fe ed to develop and direct the implementation of necess iry action and 
‘ aisor th the Department of Defense on matters pertaining to 
c 
During the month of September, the Air Force installed a new system of 


e for aviation fuel at all Air Force bases and petroleum terminals in the 
7. f Interior, the North-East Command and the Far East Command exten 
S of the system to all other commands on a world-wide basis should be com 
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pleted by 1 January 1953. This new accounting system was designed for use in 
connection With stock fund financing and has been installed for a thorough test 
and “shakedown” prior to the actual cut-over to stock funds which is planned for 
1 July 1953. 

W. J. McNett. 


Nov. 6, 1952. 
Memorandum for Mr. Foster 

In transmitting our second monthly report on the “Military Supply System 
Regulations,” I invite your attertion to the following major actions taken within 
the Air Force. 

a. Strong efforts are being made to save personnel and warehouse space by 
deleting from the Air Force depot system all items which can efficiently be 
procured locally. Some 89,000 items are now handled on a local basis, and we 
intend to raise that figure by at least 50,000. Although a goodly portion of these 
locally purchased items are now obtained by our bases through GSA, we expect 
to be able to increase that percentage substantially To that end, I have met 
with Mr. Jess Larson to explore the areas in which GSA can be of further service 
to the Air Force. We have established a working committee to keep this 
economy measure alive and moving 

b. A new and tighter system of establishing allowances of equipment to Air 
Force units has been undertaken Heretofore, about 70 percent of all equipment 
Was allocated to units on the basis of rather generalized “Tables of Allowances.’ 
Since these tables were general, some units found themselves with property they 
night not need Moreover, close computation of over-all requirements was very 
difficult because the application of the general tables to specific units was often 
in doubt. The new system provides for a separate allowance list for each unit, 
prepared on an austerity basis. In this manner, each unit will be allowed only 
those items it needs. Requirements computed on the basis of the new allowance 
lists should be more accurate than our former computations Enelosure 1 is the 
regulation inaugurating the new system. 

¢. Work is under way on the establishment within the Air Force Secretariat of 
an oflice for reviewing requirements The proposed organization will be sub 
mitted to you for review prior to November 10, 1952 

d. At the request of your various staff agencies, the Air Force is assisting in 
the examination of some 40 existing DI) directives which are under consideration 
for certification as MSSR’'s Our assistance takes the form of searching out all 
Air Force and AMC directives which implement the respective DD directives, and 
forwarding copies to your agencies. We are also preparing regulations to imple 
ment MSSR’s 6, 8, 9, 10. and 12 (Additionally, we are planning the framework 
which will be necessary to place in effect certain of the principles laid down in 
MSSR-1. As an example, an outline plan to meet the requirements for monetary 
and intransit accounting for property is currently under development in close 
consultation with personnel of Mr. McNeil’s office. This plan has progressed f 
the point where detailed procedures are being prepared for the first of eight 
projected phases 

The organization within the Air Sta‘f for handling portions of MSSR-1 has 
been turther refined since my last report Project Officers have been named for 
each paragraph, as shown in enclosure 2. This list has been widely circulated, 
particularly within the Munitions Board staff. Our Project Officers have beer 
directed to keep in close touch with th personne lon the OSD staff who will draft 
further MSSR directives, and to offer whatever assistance they can. One ex 
ample of this was cited above. This close liaison should not only insure full 
consideration of the operating services’ viewpoint, but also should help in expe 
diting the work of your staff in this fmportant matte 








( 


R. L. GILPaTri¢ 
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AFR 67-83 
1-3 





AIR FORCE REGULATION | DEPARTMENT OF THE AIR FORCE 
No. 67-83 J WASHINGTON, 16 OCTOBER 1925 
SUPPLY 


UNIT AND BASE ALLOWANCE LISTS 
Paragraph 








Purpose and Scope jolie qaebetahosbealetae 1 
General Requirements —— ; , e - 2 
Definitions a al 3 
Unit ponsibility . 4 
Base Commander or Parent Organization Commander Responsibility ° 
Subordinate Air Command Responsibility nm ‘ . ~ 6 
Major Air Command Responsibility a ‘i ; = 7 
Changes in Status of T/D and T/O Units . ale ntti acneeaie 8 
Special Procedures for Medical Units and/or Medical Equipment. --~-~~-- = 9 
Supply of Forms ‘ aah aa a aaah tee aa a 10 
Conflicting Instructions ssn nih ha te ea ida haps i eas Stance taelah ileal ete 11 
Reports Control Symbol 12 
1. Purpose and scope.—This Regulation: 


a. Assigns the responsibility and outlines the procedure for the establishment 
of a Unit Allowance List (UAL) for each Air Force unit or organization and 
establishes a Base Allowance List (BAL) for each Air Force base or installation 
which uses Tables of Allowances (T/A’s). 

b. Delegates the authority to major air commanders and Air Force base com- 
manders, within the limitations contained herein, to revise or amend UAL’s and 
BAL’s 

c. Establishes Headquarters USAF T/A’s as a control for use in preparing, 
revising, or amending Unit and Base Allowance Lists. 

d. Provides for the reporting by the major air command of certain categories 
of T/A equipment as “authorized” and “in-use.” Commands will be required to 
furnish periodically a consolidated inventory and statement of command require 
ments for the specified categories of T/A equipment, in accordance with AFR 
65-21. 

e. Applies to all major air commands (overseas and ZI), subordinate com- 
mands, units, and activities. 

2. General requirements.—a, This Regulation requires units to establish firm 
authorization lists of T/A property. All Air Force personnel establishing or 
determining equipment requirements will analyze such requirements on an aus- 
terity basis. Organizations will operate within their established authorizations, 
and only in cases of clearly defined emergency, or when requirements of the 
assigned mission change, will units request augmenting amendments to UAL’s. 
Overstatement of equipment requirements or the uneconomical use of matériel] 
must be eliminated in order to conserve resources and to enable the Air Force to 
fulfill its mission in national defense. 

b. Unit and Base Allowance Lists will be developed for activated or organized 
l/Dor T/O units and Air Force bases or installations to: 


(1) Establish firm T/A equipment authorization lists. 
(2) Facilitate inventory of “in-use” equipment and statement of T/A 
requirements. 

(3) Facilitate the timely and accurate computation of Air Force quanti- 
tative T/A equipment requirements. 

(4) Provide a basis for the accurate programming and projection of T/A 
equipment requirements, 

(5) Provide the facility for adequate equipment review to insure effective 
and economical utilization, 

(6) Provide media for conversion of Air Force T/A equipment assets and 
requirements to dollar value by unit or base element. 


ec. As data contained in UAL’s will have a direct bearing on future budget and 
fund allocations, future procurement programs, and the extent to which field 
requisitions for equipment can be satisfied, extreme care and austerity must be 
exercised in preparing the UAL. After the UAL is reviewed and approved by 
the major air command, items and quantities shown therein will be the authoriza- 
tion for the respective unit The UAL also will serve as the document by which 
units will maintain a record of authorization for specified T/A equipment in their 


POsst SSLOnN, 
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d. Headquarters USAF T/A’s and Special Issues (paragraph 59, AFM 67-1), 
will continue to be used as the control to limit maximum allowances to be shown 
in UAL’s and BAL’s and as the authorization for categories of equipment which 
are not required to be listed in UAL’s and BAL’s 

e. The consolidation of all UAL’s, except those for tenant units, on an Air Force 
base or installation will constitute the BAL for the respective base or installation. 
When the UAL consolidation includes tenant units on the Air Force base, the list 
will constitute the Consolidated Base Allowance List (CON-BAL) for the respec- 
tive base or installation. 

f. Subject to limitations prescribed by Headquarters USAF and major air 
commands, Air Force base commanders are authorized to increase or amend 
published UAL allowances when local or operating conditions require. These 
amendments may be made only within Headquarters USAF T/A authorizations 
and in line with Air Force austerity equipment policies. The prior concurrence 
of the organizational commander or the parent commander will be obtained before 
effecting changes to tenant unit UAL’s. UAL changes will be processed as 
directed by the major air command. 

g. Procedural deviations in the accomplishment of the UAL, such as prepara- 
tion by function rather than unit, or other peculiarities occasioned by prime 
missions, may be made by major air commands provided that prior permission is 
obtained from the Director of Manpower and Organization, Headquarters USAF, 
Standardization of the end product is necessary in order to provide a basis for 
programming and computing T/A equipment requirements 

h. The accomplishment of the UAL and the major air command’s submission 
of statement of requirements to Headquarters, Air Matériel Command will be on 
a given “as of” date. Any projection or determination of requirements occa- 
sioned by internal major air command programming, and not included in Head- 
quarters USAF programming documents, will be separately reported. Complete 
information regarding the circumstances will be furnished. Reporting proce 
dures to be utilized in electric accounting machine operations will be as directed 
in AFM 171-5. 

3. Definitions.—For the purpose of this Regulation, the following definitions 
are applicable: 

a. Amendment. Any modification which changes line items or line-item quan- 
tities of a UAL or BAL. <A published amendment will be in the same format as 
the basic document and, insofar as possible, will be designed to provide replace 
ment pages to the basic document. 

b. Base Allowance List (BAL) A list of equipment which is the consolidation 
of all UAL’s for units or organizations, except tenant units, being logistically 
supported with T/A equipment by the Plant Account or Memorandum Receipt 
Section of that particular Air Force base or installation 

ce. Consolidated Base Allowanee List (CON-BAL) A list of equipment which 
is the consolidation of all UAL’s for units or organizations, including tenant 
units, being logistically supported with T/A equipment by the Plant Account 
or Memorandum Receipt Section of that particular Air Force base or installation, 

d. Determination of Requirements. Includes, and will be based upon, a state- 
ment of requirements and in addition will list a time-phase projection of initial 
issue equipment requirements, considering planned phase-in and/or phase-out 
units or functions 

e, Equipment Component List (ECL) A publication prescribing the com 
ponents of kits and sets required for the accomplishment of a specific duty or 
function. (NOTE: This publication replaces Technical Orders of the 00-30 
Series. ) 

(1) ECL Wit. A hasie assemblage of tools, complete with carrying case, 
utilized by an individual in accomplishing his normal duties 

(2) ECL Set An assemblage of equipment required by an activity or 
organization to perform a particular function 

f. Interim Utility Item An item which is not a suitable substitute and is being 


used instead of the anthorized item for the utility it wi fford 

ge. Vajor Air Commands Commands directly subordinate to Headquarters 
USAF 

h. Revision. A republication of UAL or BAL, bearing a new publication dat 

i. Statement of Requirements \ statement of T/A equipment required for 
existing organizations on a given (as of) date to accomplish successfully the 
assigned mission. It consists of a listing of shortages of required equipment 
based on an actual in-use inventory and includes and accounts for all suitable 





substitute items 
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j. Tables of Allowances (T/A’s). A Headquarters USAF publication which 
establishes the maximum equipment allowances and provides the guide and con 
trol to develop, revise, or amend UAL’s or BAL’s. These tables provide the basis 
for authorizing organic equipment to Table of Distribution (T/D) units, and 
augmenting the organic equipment (UPREAL) of Table of Organization (T/O) 
units 

k. Table of Distribution Unit (T/D Unit). A designated military’ unit or- 
ganized from non-T/O personnel authorized by a Personnel Allotment Voucher 
and in aecordance with a Table of Distribution. A Table of Distribtion is a 
major air command document which indicates the sectional distribution within 
a Table of Distribution unit of the military and civilian personnel authorized 

l. Table of Distribution—Augmentation (T/D-A). A non-T/O personnel au 
thorization table, indicating the distribution of non-T/O personnel authorizations 
by number, job title, specialty code, and grade for one or more functions of a 
specific T/O. A T/D-A is authorized by a major air command to supplement a 
T/O of the headquarters of an air force, air division, or a comparable unit, and 
for the support elements within the wing and air support group structures. 
Other T/O units may be augmented only after specific authority is obtained from 
Headquarters USAF, 

m. Table of Organization (T/O Unit). A constituted military force activated 
in accordance with a specific Table of Organization. 

n. Tenant Unit. An organization or activity of one major air command which 
is logistically supported by an Air Force base or installation which is under 
the jurisdiction of a different major air command. 

o. Unit Allowance List (UAL). An electrical accounting machine list of speci 
fied T/A, Special Issue, or Memorandum Receipt equipment authorized to each 
individual T/D or T/O unit, and issued through the Plant Account or Memo- 
randum Receipt System. 

p. Unit Property Record and Equipment Authorization List (UPREAL),. AF 
Form 115, “Unit Property Record and Equipment Authorization List,” is the 
document which authorizes, to T/O units, items of equipment as directed by the 
Master Equipment Authorization List (MEAL). This document is also the 
medium by which T/O units will maintain responsibilty for T/O equipment in 
their possession. (See Part III, AFM 67-1.) 

1, Unit responsibility —Each activated and organized T/D or T/O unit pos 
sessing T/A, Plant Account, or Memorandum Receipt equipment, will : 

a. Prepare AF Form 601, “Unit of Allowance Worksheet (UAL)” and AF 
Form 601a, “Unit of Allowance Work Sheet (UAL) (continued),” in accordance 
with paragraph 2a and e¢, and the instructions contained in attachment 1 and 
forward as directed by the major air command, 

b. Submit recommended changes to the UAL as prescribed by the major air 
command having command jurisdiction over the unit. 

c. Maintain UAL to reflect current authorization and inventories (items and 
quantities) for specified T/A equipment in its possession. 

5. Base Commander or Parent Organization Commander Responsibility.—Each 
base commander or parent organization commander will evaluate AF Forms 601 
and 601a in accordance with paragraph 2a and ¢, and instructions contained in 
attachment 1, to insure that: 

a. AF Forms 601 and 60la are correctly prepared in accordance with this 
Regulation, 

b. The equipment in the possession of organizations is the minimum required 
to adequately perform assigned missions. 

c. Maximum utilization is made UPREAL equipment items and that unnec- 
essary T/A or UAL items are returned to stock and deleted from UAL Work- 
sheet 

d. All specified T/A equipment charged through the Memorandum Receipt or 
Plant Account and/or in use or on hand is reported. 

e. Required copies of AF Forms 601 and 601la are forwarded through com- 
mand echelons as directed by the major air command. 

f. All UAL’s are maintained in accordance with this Regulation. 

6. Subordinate Air Command Responsibility —This responsibility will be as 
directed by the major air command. 

7. Major Air Command Responsibility —Each major air command will: 

a. Evaluate Al Forms 601 and 601a to insure compliance with this Regulation. 

b. Accomplish Stock Number alignment on Technical Service items in accord- 
ance with section 12, part II, AFM 67-1 and AFM 171-5. This alignment should 
be accomplished by command reviewing personnel. 
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ce. Assign fictitious stock numbers to Nonstock-Listed (NSL) items on the 
UAL’s in accordance with instructions as provided in AFM 171-5. This assign- 
ment should be accomplished by command reviewing personnel. 

d. Process AF Forms 601 and 601a, maintain up-to-date electrical accounting 
machine punch card data, and prepare electrical accounting machine UAL’s and 
BAL’s in accordance with instructions and provisions of AFM 171-5. Electrical 
accounting machine listings or revisions of the UAL will be furnished units at 
least semi-annually. The BAL’s will be completed initially upon implementation 
of this system and future revisions will be as determined by the major air com- 
mand or upon specific Headquarters USAF direction. 

e. Prepare sufficient copies of the BAL to furnish one copy to the Director of 
Manpower and Organization, Headquarters USAF, and one copy to Headquar 
ters, Air Matériel Command, ATTENTION : Equipment Authorization Division 
MCSF, as prescribed in AFM 171-5. The major air command will determine the 
distribution of UAL’s and BAL’'s within the command. 

f. Develop new UAL’s for each newly organized activated, reorganized, or 
redesignated T/D or T/O unit, in accordance with paragraph 8a. 

g. Submit consolidated or summarized item equipment inventory and require 
ments semi-annually to the Commanding General, Air Matériel Command, in ac 
cordance with AFM 171-5 

h. When reporting equipment with a security classification, arrange for sep- 
arate classified UAL worksheets and electrical accounting machine punch card 
decks 

i. Evaluate, for final approval or disapproval, changes to UAL’s that are 
justified and within Headquarters USAF T/A authorizations 

j. Submit changes, as required, to Headquarters USAF T/A’s or ECL’s in 
accordance with AFR 5-25. Upon evalution of all initial UAL’s, major air com 
mands will consolidate and submit all necessary changes by appropriate T/A 
or ECL 

8. Changes in Status of T/D and T/O Units—a. When T/D and T/O units 
are organized, activated, reorganized, or redesignated, the major air command 
will develop and public a UAL for each unit involved, and identify the UAL with 
a control number, as prescribed in AFM 171-5 

b. When a T/D or T/O unit is reassigned to another major air command, the 
UAL will be reviewed by the recipient major air command and assigned a new 
control number, as prescribed in AFM 171-5. The control number assigned by 
the relinquishing major air command will be voided 

ec. When a T/D or T/O unit is transferred between bases of the same major air 
command, the UAL will be reviewed by the recipient base commander 

d. When a T/D or T/O unit is inactivated or discontinued, the UAL and its 
control number will be voided. The control number will not thereafter be used 
to identify subsequent UAL’s 

9, Special Procedures for Medical Units and/or Medical Equipment.—a. AF 
Forms 601 and 601la prepared by operating medical facilities (unit) authorized 
a base medical supply account will include in the “Quantity In-Use” column 
(column 13) all items on Memorandum Receipt to the operating medical facility, 
not including satellites or tenants, plus the quantity of items on hand in the 
account, 

b. Upon receipt of the BAL or CON-BAL, the base medical supply officer will 
verify the “Total Mission Required” quantities against the current approved 
stock control level Discrepancies will be reported to the major air command 
with a recommended adjustment of the appropriate UAL, BAL, and/or CON-BAL. 

¢. The medical equipment contained in AF Forms 601 1601a, UAL’s. BAL’s, 
and CON-BAL’s will be reviewed by the surgeon at all echelons of Command 

d. Major air commands will distribute one copy of each medical unit UAL 
direct to the Surgeon General, Headquarters USAF, ATTENTION: Medical Ma 
tériel Division, Washington 25, D. C. 

e. Major air commands will distribute one copy of each BAL or CON-BAL 
(or the medical equipment section thereof) and all changes direct to the distribu 
tion depot responsible for medical matériel support of the base The BAL or 
CON-BAL thus furnished will constitute the editing document for requisitions 
received from the Air Force base 

f. Major air commands are responsible for adjustment and revision of UAL’s, 
BAL’s, and CON-BAL’s. However, revision of certain items (regulated items) 
as published by Headquarters USAF, is reserved to the Surgeon General, USAF, 
Recommended adjustments for these items will be forwarded by major air com- 
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mands to the Surgeon General, Headquarters, USAF, ATTENTION: Medical 
Matériel Division, Washington 25, D. C., for approval. 

10. Supply of Forms The Unit of Allowance List Worksheet (UAL) and 
Unit of Allowance List Worksheet (UAL) (Continued), AF’ Forms 601 and 601a, 
will be produced locally, in accordance with attachment 2, on 8 x 1214 inch paper 
by use of stencil, master, or direct image plate. Printing by typesetting or photo- 
mechanized process is prohibited 

11. Conflicting instructions. If the procedures prescribed in this Regulation 
appear to conflict with other directives applicable to the Department of the Air 
Force, the matter immediately will be submitted to the Director of Manpower 
and Organization, Headquarters USA, and the provisions of this Regulation will 
govern until clarification has been made by Headquarters USAF. 

12. Reports Control Symbol.—Reports Control Symbol AF-S32 has been as- 
signed to UAL Worksheets, UAL’s, Bal’s, and changes thereto. 

By ORDER OF THE SECRETARY OF THE AIR FORCE 
OFFICIAL; 
Hoyt S. VANDENBERG 
K. E. TH lERavpD Chief of Staff, United States Air Force 
Colonel. USAF 
fir Adjutant General 
>. Attachments: 
1. Instructions for Preparation of UAL 
2. AF Form 601 
o. AF Form 601a 
DISTRIBUTION : 


E; F 
AFR 67-83 
INSTRUCTIONS FOR PREPARATION OF UNIT ALLOWANCE List (UAL) WoRKSHEETS 


1. Introduction—a, In compliance with this Regulation, each T/D and T/O 
unit using Headquarters USAF Tables of Allowances or Special Issue equipment, 
issued through the Plant Account or Memorandum Receipt Section will prepare 
AF Form 601, “Unit Allowance List Worksheet (UAL)” and AF Form 601a, 

Unit of Allowance Worksheet (UAL) (Continued).” <All specified Plant Aec- 
count or Memorandum Receipt equipment “on hand” or “in use” by the unit 
vill be listed 

b. Sufficient copies of AF Forms 601 and 601a will be prepared, as directed 
by the major air command, to permit evaluation, approval, or disapproval, by 
designated subordinate echelons. In the case of tenant units, one additional in- 
formation copy will be prepared and provided to the logistical support base 
commander 

ce. Equipment required and being used by T/D-A personnel will be authorized 
and reported in the UAL of the T/O unit which is being supplemented. The UAL 
will be a separate list that augments or supplements the equipment as listed on 
a T/O unit UPREAL. 

d. UAL’s will be prepared on AF Forms 601 and 601la (attachments 2 and 8). 
Equipment being used by the unit will be listed in accordance with instructions 
outlined in this attachment. 

e. The base supply otficer will prepare the UAL for tenant Army or Navy units, 
or other governmental agency not under the command jurisdiction of the Air 
Force The UAL’s for these units will be made up from the Plant Account or 
Memorandum Receipt records. If it is desired, one consolidated UAL is author- 
ized to cover all such miscellaneous accounts. 

f. Major air commanders will establish the ground rules for the reporting and 
proper dentification or association of satellite bases with the support base 

g. A statement will be entered at the end of AF Forms 601 and 601a, on the last 
page, indicating whether the particular unit has equipment authorized, on hand, 
or required, with a security classification higher than RESTRICTED. Each 
major air command will arrange for a special reporting procedure on this 
classified equipment, with property classified AF Forms 601 and 601A 

h. The designated “as of” date of the UAL prevents consideration of any future 
equipment projections except for formalized training courses directed by Head- 
quarters USAI Items on back order will be listed, even though they may not 
appear on Plant Account or Memorandum Receipt records. Quantities required 
and authorized will be shown in columns 12 and 14 respectively, but no entry 
. 
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will be made for back-order items in the “in-use” column. Only the total quan- 
tity physically “in use’ will be shown in column 13. Equipment requirements 
for functions not in being, or personnel not on hand on the “as of” date of ac- 
complishment of the UAL will not be listed. 

2. Equipment Items that “WILL” be Included or Listed on AF Forms 601 and 
601a—a. All equipment that is authorized by official Headquarters USAF Tables 
of Allowances or Special Issue (paragraph 59, AFM 67-1) and required to per- 
form the mission of the organization concerned. 

b. All equipment items that are not authorized, but that are required and are 
in the possession of the unit. Major air commands will carefully evaluate these 
items and will give an interim authority for retention if such is justifiable, 
Major air commands will take necessary action to request changes to appropriate 
authorization documents. (See AFR 5-25.) Upon completion of all initial 
UAL's, major air commands will consolidate and submit all necessary changes 
by appropriate T/A or ECL. 


e, All interim utility items If an item is being used for the interim utility it 


will afford, and is not a suitable substitute for the authorized item, the prime or 
authorized item will be listed on AF Forms 601 and 60la and the authorized, 
in-use and required columns filled in. The non-suitable substitute interim item 


will appear in its proper numerical stock number sequence and the quantity 
authorized column will be zero, the quantity in-use column will reflect the actual 
quantity of the interim utility item in use and the total mission required column 
will be zero Notation will be made in the remarks column referencing the 
interim utility item to the primary authorized item. 

d. All locally-manufactured, locally-purchased and NSL items will be related 
to a suitable stock-numbered item and the stock-numbered item listed. Locally- 
manufactured, locally-purchased and NSL items that cannot be related to a 
stock-numbered item will be identified with complete nomenclature and will be 
listed alphabetically after each appropriate property class. Nomenclature de- 
scription for these items may be extended across other columns of the worksheets. 

e. Individual component items of ECL Kits and Sets, with the exception of those 
listed in paragraph 5a, d, and i, this attachment. 

f, Air Force individual items, instead of Army purchased items, whenever 
possible. 

vy. All items in Property Class 26—school, instructional items. 

h. Stand-by equipment 

i. All quantities of items that are in use or on hand but which are no longer 
required to accomplish the mission on the “as of” date of the accomplishment of 
AF Fortis 601 and G6O1a. 

3. Equipment Items that “WILL NOT” be Included or Listed on the UAL 
Worksheets.—a. Items that are listed in the USAF Supply Catalogs as AF Class 
17B—Hand Tools, except those on the reporting guide list as published by 
Headquarters, Air Matériel Command. 

b. Trophies and articles of a historical nature. 

ce. Spare parts for the maintenance of authorized equipment. 

d. Expendable nonrecoverable equipment. 

e. Installed property and equipment accounted for on the Real Property 
Account. (See AFR 93-1.) 

f. UPREAL equipment (see AFR 5-25), the record of which is maintained on 
AF Form 115. 

¢. Loans of equipment, pursuant to paragraph 105.8, AFM 67-1. 

h. Equipment authorized and stored solely for support of special projects. 

i. Equipment with a security classification higher than RESTRICTED.  Classi- 
fied items will be separately reported in accordance with paragraph 1g, this 
attachment. 

j. Air Force fixed communications—electronics facilities in accordance with 
AFR 100-46. 

k. Items utilized in research, development, and test missions that are budgeted 
separately in accordance with AFR 65-33. 

4. Specific Instructions for the Preparation of AF Forms 601 and 60ia.—a. 
Item 1—Enter the designated “as of” date of AF Forms 601 and 601a. 

b. Item 2—Enter the organization number and title. 

ec. Item 8—Enter a check mark in the appropriate box to indicate whether the 
unit is T/D or T/O. 

d. Item 4—Enter the name of the subordinate air command, where applicable. 

e. Item 5—Enter the name of the parent major air command of the unit. 

f. Item 6—Enter the name of the Air Force base or installation and the geo- 
graphical location. In the event the association of Air Force base or installation 
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and the geographical location requires security classification of this document, 
the appropriate nonclassified identification will be used. Jtem 6a will be com- 
pleted only when different from /tem 6, that is, only when the unit’s geographical 
location is different from the geographical location of the logistical support base. 

g. Item 7—The number for this item will be determined by the major air com- 
mand, in accordance with instructions provided in AFM 171-5. 

h. Item 8—The number for this item will be determined by the major air com- 
mand, in accordance with instructions provided in AFM 171-5. 

i. Column 9—For use by the major air command statistical services. 

j. Column 10—Item Identification : 

(1) List all equipment items as being used or required in each unit. (See 
paragraph 3, this attachment, for item exceptions. ) 

(2) List items, with all Air Force equipment first, then each technical- 
service equipment classification, in the following order: 

(a) Chemical. 

(b) Engineer. 

(c) Medical. 

(d) Ordnance. 

(e) Quartermaster. 
(f) Signal. 

(gz) Transportation. 

(3) List items with in service classification in property-class sequence. 

(4) List items in stock-number sequence within property class. 

(5) List nonstock listed (NSL) items, including locally manufactured and 
locally purchased items, which cannot be related to a suitable stock-num- 
bered item, alphabetically after each property class. 

Class Code.—Enter the stock-number class code for Air Force items as listed in 
USAF Supply Catalogs. For technical-service items, enter the first letter of the 
technical service, for example, “Q” for Quartermaster, “O” for Ordnance, and 
so forth. 

Serial Number.—Enter the stock number as listed in USAF or applicable sup- 
ply catalogs. 

Vomenclature.—Enter the noun and a minimum of additional description of 
the item as listed in applicable supply catalogs to include a general subcategory 
identification to facilitate the review of AF Forms 601 and 601la and the iden- 
tification of the item. (Examples: Chair A-2, Desk FT Steel, Compressor Air 
(—6.) IN ALL CASES where suitable or acceptable nonstock-listed (NSL) sub- 
stitute, locally-purchased, or locally-manufactured items are on hand and being 
used by the unit, the stock number and nomenclature of the standard item ap- 
pearing in stock catalogs will be listed. The on-hand quantity of these items 
will be reported in column 18 (Quantity In-Use). If the NSL substitute, locally- 
manufactured, or locally-purchased item is the ONLY acceptable item, list the 
complete nomenclature of the item which is on hand and in use. The nomen- 
clature may be extended across other columns of AF Forms 601 and 601a. (See 
paragraph 2c, this attachment, for instructions concerning the listing of interim 
utility items. ) 

Unit of Jssue.—Enter the unit of issue as indicated in supply catalogs. 

LCL-T/A.—F¥or individual line items enter the Headquarters USAF T/A num- 
ber which authorizes the item. For ECL items enter the ECL number which au- 
thorizes the item. For approved Special Issues (Paragraph 59, AFM 67-1) enter 
“Special Issue” and cite the authority in column 15 (Remarks). 

k. Column 11—Unit Cost. Enter the unit cost of the item listed under Nomen- 
clature and as listed in supply catalogs. 

1. Column 12—Total Mission Requirements. Enter the total quantity of each 
item required to accomplish the assigned workload (mission) as of the designated 
date of preparing the UAL. If the workload or mission of the unit does not re- 
quire the maximum allowances authorized by Headquarters USAF T/A’s, then 
only such quantities necessary to accomplish the assigned mission of the unit 
will be listed. If the workload or mission of the unit requires more than maxi- 
mum allowances authorized by Headquarters USAF T/4A’s, then the quantities 
necessary will be listed and appropriate action taken in accordance with para- 
graph 2b, this attachment. 

m. Column 18—Quantity In-Use. Enter the specific quantity of each item in 
use as of the preparation date of the UAL. (An item will be considered as 
being in use if it has been transferred from a base supply officer’s account to 
either the Plant or Memorandum Receipt Account and issued to the unit or 
organization. ) 
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n. Column 14—Quantity Authorized. Enter the total quantity of the item 
which is authorized by proper authority. Headquarters USAF T/A’s, ECL’s, 
Special Issue (paragraph 59, AFM 67-1), and so forth, are considered as 
proper authority. 

0. Column 15—Remarks: 

(1) As outlined and as required for use by the unit to state circumstances, 
authority, or jurisdiction regarding any questionable equipment items or un- 
usual circumstances. 

(2) For use, if desired, by reviewing authorities in commenting or mak- 
ing recommendations to the major air command. 





Air Staff project officers 


{Monitor for the Secretariat « 





f the Air Force; Mr. Max Golder Monitor for the Air Staff, Col. John ¢ 
McCawley, AF MPC, 4E-274, 78197. Monitor for each paragraph of DD 4000.5) 
Paragraph Staff age y Pr t officer Room Ext I 
Al MPI Lt. Col. Ct L. Davi 40-266 73218 
A2 MPI Lt. ¢ J W. Bitner $1)-271 55810 
A3 MPI Lt. Col. Howard T. Critchlow 41-283 73433 
A4 MPI i 41-28 734 
A5 MPI Lt. Col. Peter 8S. Walker 41-262 72010 
AG MSS Cc Benj J. Peck 4B 6 64 
Bl OAT Cc Rk. H. ¢ I tL-418 74921 
B2 OAI 1 41)-418 $921 
Cl MSs Col. Benjar J. Peck 1B-316 6435 
C2 ACG Mrs. C. FE. MeNesly 5C-158 6353 
C3 MSs Col. Benjemin J. Peck 4B-316 6435 
C4 MLP Col. Cyril O. Shule 4-288 5646 
C5 Mss Col. Benjar J. Pec {B-316 H435 
C6 DCS/¢ Mr. R. 8. Shepherd, J C-158 71837 
C7 Mss Col. Benjamin J. Peck 4B-316 56435 
11 Mss do 4B-316 435 
12 Mss d 4B-316 ‘ 6435 
D3 Mss i 4B-316 56435 
14 DRQ Lt. Col. Robert L. Liles 5 B-340 
D5 MPE Col. Robert J. Meyer 41-275 
aa MSS Col. Benjemin J. Pect 4B-316 
D7 iioweaal Rare Lt. Col Robert L. Liles 5 B-340 
Fl -----/ MME Lt. Col Donald M. Morse 44-272 
E2 ‘ Mss Col. Benjamin J. Peck 4B-316 
E3 MIR Lt. Col. Ralph P. Gentry 4C-2§4 
Fl Mss Col. Benjamin J. Peck~ 4B-316 
F2 Mss do 4B-316 
F3 MSS do 4B-316 
Gl MTP Col. Peter G. Canner 4A-252 
G2 MTP do 4 A-252 
Hl MPC-RQ Mr. Donald M. Atwell 5D-452 194 
H2 Mss Col. Benjamin J. Peck 4B-316 6435 
Fo.. MIR Lt. Col. Raymond L. Hastey 4C-265 74002 
H4.- MPC-RQ Mr. Donald M. Atwell 5D-452 494 
H5 MPE Col. James T. McKee 4C-254 72862 
H6 MIR Col. Philip Kuhl 4C-273 76208 
H7 MPE Lt. Col Howard T. Critchlow 41-283 73433 
H8.- a MIR Lt. Col Leo Hook $C-273 76208 
a DCS/P ( Howard A. Cheney 4-178 75221 
K1. OAI Col. R. H. Curtir 4D-418 74921 
Mon for other military departments 
Army: Col. W. W Milner (MB 1-050 61411 
Barton Hall 
Navy: Capt. Paul W. Clark (Arling 2044 41358 
ton Annex 
Marine Corps: Col. J. F. Stamr 3003 | 41858 
(Arlington Annex). 
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NOVEMBER 6, 1952. 


Mr. Jess LARSON, 
idministrator, General Services Administration. 

Dear Mr. Larson: As a result of the September 16, 1952, meeting between 
members of our respective staffs, a joint USAF-GSA task group has been organ. 
ized to explore the extent to which the USAF can use the services of General 
Services Administration and the capability of GSA to provide the services re 
quested by the USAF. The task group has adopted the recommendations of the 
joint Department of Defense-General Services Administration report to the Area 
of Understanding Working Group as the approach of its work. More specifically, 
the efforts of the group will be directed along the following areas of coverage: 

(a) USAF supply catalogs will be screened for common use commercial type 
items to be coded “Local purchase” and procured from GSA Stores Stock Catalog 
or Federal Supply Schedules. 

(b) GSA will list additional local purchase items in the Stores Stock Catalog 
and Federal Supply Schedules. 

(c) USAF will use GSA services to effect central procurement of certain spe 
cific items on a military interdepartmental purchase request basis. 

There are many problems to be solved, a few of the major ones being: (1) 
resolution of conflicts with Munitions Board single-service procurement assign- 
ments, (2) the time-phrasing necessary to minimize the impact and make possible 
the assumption of the additional USAF workload by GSA, and (5) calculation 
of requirements for items transferred to GSA for purchase. Jointly the USAF 
and GSA ean solve those problems and open the way for even greater use of 
GSA services than last vear when Air Force business accounted for so sub- 
stantial a portion of GSA’s total volume 

I firmly believe that the accomplishment of the above program by the joint 
USAF-GSA task group will move toward the desirable goal of having the GSA 
support the housekeeping needs of the executive departments and at the same 
time improve Air Force capability to provide the best military equipments for 
the national defense. 

Sincerely, 


R. L. GILpATRIC. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Mruitary TRAFFIC SERVICE, 
Washington, D. C., November 10, 1952. 


Memorandum for the Secretary of Defense. 
Subject : Reports Under Military Supply System Regulations. 
Reference : Department of Defense Directive 4000.11, MSSR 5. 

In response to provisions in the referenced directive, Military Traffiic Service 
furnished the Secretary of Defense on October 13, 1952, a schedule for the review 
and approval of departmental regulations. 

The Departments have now furnished Military Traffic Service with all of 
their implementing regulations which are in the process of being reviewed. It 
is expected there will be no difficulty in completing this program on or before 
January 1, 1953. 

KENNETH L. Vore, Director. 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., November 10, 1952. 
From: Secretary of the Navy. 
To: Secretary of Defense, 
Subj: Military Supply System Regulations, Monthly Report of Progress in Im- 
plementation of. 
Ref: (a) MSSRE of 5 September 1952. 
(b) MSSR5 of 2 October 1952. 


1. References (a) and (b) require that a monthly report of progress in im- 
plementation of the Military Supply System Regulations be submitted by each 
of the Military Departments. 

» 


2. During the month of October the Navy received five (5) Department of 
Defense Directives in the Military Supply System Regulation series, Action 
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by the Navy has been initiated and is in varying stages of implementation in 
accordance with the instructions incorporated in the directives. 

3. Additional action taken by the Navy during the month of October included 
the forwarding of copies of instructions and procedures issued by the Navy in 
implementation of Department of Defense Directives for the purpose of review 
by the offices of the Secretary of Defense prior to the issuance of Regulations 
on the subjects. Requests were complied with for copies of all the instructions 
and procedures issued by the Navy based on four (4) Department of Defense 
Directives. While this is not considered as major action in implementation of 
the Regulations, it did involve a considerable amount of effort and time by 
the offices concerned and it is of sufficient interest to be included in this report. 

H. R. ASKINS, 
Assistant Secretary of the Navy. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., November 14, 1952. 
Memorandum for: The Secretary of Defense. 
Subject: Monthly Progress Report, Military Supply System Regulations 4000.8 

(MSSR 1). 

1. In accordance with paragraph 4, Section IV of Department of Defense Direc- 
tive 4000.8 (MSSR 1), the monthly progress report concerning the implementation 
is submitted herewith. 

2. a. In an effort to reduce inventories in the Continental U. S. Depot system, 
principally of commercial type nonmilitary items, and to thus effect significant 
improvements and dollar savings in supply management, the Department of the 
Army has taken aggressive action to apply the following merchandising principles 
to the Army depot system: 

(1) To control procurement actions in areas of commercial type nonmilitary 
items so that the nation-wide inventory position will be reduced to and main- 
tained at a three (3) months’ supply, plus other identifiable and specifically 
authorized mobilization or other reserves, 

(2) To use open-end or “call” type contracts for all major procurement actions 
in the supply area defined in paragraph (1) above, where industry practices and 
assurance of supply of specific items make such contracts feasible and economical. 

(3) Effective upon the accomplishment of the inventory liquidation defined in 
“(1)” above, utilize direct shipment from manufacturer to consuming installa- 
tion of supplies, where such action will accomplish a net economy. 

(4) Stocks of nonstandard and obsolete items in Army depots are to be promptly 
identified, segregated, recorded, and liquidated as rapidly as possible within the 
framework of applicable regulations with a report of progress rendered quar- 
terly to the Assistant Chief of Staff, G4. 

b. Directives to implement the above objectives are being issued to appropriate 
Army field agencies by the Chiefs of Technical Services. 

3. The following major actions are reported for the month of October: 

a. During the month of October 1952, the Department of the Army has con- 
ducted an intensive review of implementing directives pertaining to various 
outstanding Department of Defense Directives, and has forwarded copies of 
such implementing directives to appropriate agencies of the Office of the Secre- 
tary of Defense for review. This action is continuing. 

b. The Department of the Army prepared and submitted to you for approval 
Inter-Service agreements for support of United States forces in Spain. This 
action was required since the Basie Military Supply System Regulations 
(MSSR 1) prohibits the creation of additional independent or expanded supply 
facilities for common-use standard-stock items of supply without prior approval 
by the Secretary of Defense. 

ec. The Department of the Army prepared and forwarded to your office for 
approval a list of fifty (50) proposed construction projects for commercial and 
industrial-type facilities. The Department of the Army has to date received 
approval for thirty-five (35) of these construction projects. This action was 
initiated since the Basic Regulations prohibit establishment or acquisition of 
additional commercial and industrial-type facilities without prior approval 
of the Secretary of Defense. 

d. The Department of the Army has incorporated the Department of Defense 
policy pertaining to “Military Public Works Program, FY 1954” in the draft 
of the FY 1955 Military Construction Army Program Directive. 
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e. The Department of the Army is rendering complete support to the Cata- 
loging and Standardization Programs outlined by Public Law 486, 82d Congress, 
and coordinated by the Defense Supply Management Agency. As of 51 October 
1952 the Army has completed over 80% of the development of uniform item 
descriptions for its items of supply. The Department of the Army is on schedule 
in the promulgation of the Federal Supply Classification among the Technical 
Services. This will eventually provide for a uniform Classification system 
throughout the Army. 

f. As a result of a survey undertaken by the Departments of the Army, Agri- 
culture, General Services Administration, and the Munitions Board, the Depart- 
ment of Agriculture will for a trial period of six months accomplish origin 
inspection required on approximately 25% of the Army purchases of frozen 
ready-to-cook poultry and shell eggs. This trial period is for the purpose of 
determining to what degree the Department of the Army can utilize the Inspec- 
tion and Grading Services of the Department of Agriculture in origin inspection 
of poultry and poultry products procured by the Department of the Army 

g. Army implementation of OSD budget guidance for FY 1954 included con- 

deration of maintenance of the production base. Individual items were ex- 

ined to determine if the military characteristics and the production lead 
time necessitated maintenance of a production base for the item. The FY 1954 
budget as submitted provided no production base quantities for quasicommercial 
items. For military type items the Army FY 1954 budget as submitted eliminated 
or reduced the production base for thirty-five principal items The change in 
the OSD policy during review of the Army FY 1954 budget resulted in drastic 
reductions in the number of items for which the Department of the Army had 
included production base funding. This policy proposed that production sched- 
uling be reduced to minimum sustaining rates as soon as deliveries satisfy peace- 
time-force requirements. The policy further proposed the elimination of 
production bases where accumulations of reserve stocks with prior-year funding 
were adequate. The Army is now reviewing the revised FY 1954 quantities to 
determine the full impact on the Army’s logistical operations. Stretch-out of 
existing funding is planned for many items to permit continuation of a part of 
the production base at lower than going rates by combining anticipated FY 1954 
funds and the balances from prior year’s funding. In many cases this will 
result in scheduling minimum economical quantities during FY 1953 which can 
be continued in the FY 1954 funding period. For some items deliveries will lag 
behind phased requirements, but reliance is place on rapidly expansible produc- 
tion from going lines in the event of mobilization. 

FRANK PACE, Jr., 
Secretary of the Army. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., November 17, 1982. 
Memorandum for the Secretary of Defense. 
Subject: Report under Military Supply System Regulations. 
Reference: (a) DoD Directive 4000.8, MSSR 1. 
(b) DoD Directive 4000.9, MSSR 2. 
(ec) DoD Directive 4000.11, MSSR 5. 

This memorandum is for the purpose of reporting as required under references 
(b) and (c) for the period 1 to 31 October 1952, inclusive, on the progress made 
in implementing those sections of reference (a) for which responsibility was 
allocated to the Assistant Secretary of Defense (Comptroller) under refer- 
ence (b). 

With respect to paragraph IIT, C, 2 of reference (a) concerning the develop- 
ment of an integrated system of quantitative and monetary supply accounting, 
the following is reported with respect to certain specialized aspects of this 
program: 

a. The survey of methods of accounting for Government-furnished material in 
the hands of contractors was continued in collaboration with the Department of 
the Navy in the Bureau of Aeronautics. Certain practices in the accounting for 
plant equipment and special tooling which adversely aff-ct the machine-tool indus- 
trial reserve were brought to light and corrective action was initiated. A similar 
survey was begun with the Department of the Air Force during this month. 

b. The Navy completed and inaugurated a training program in accounting for 
property in use (plant account) which is aimed at improving the accuracy of the 
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plant account and at the same time introducing several improvements In pro- 
cedures. 

With respect to paragraph III, C, 6 of reference (a) concerning the use of 
Stock (revolving) Funds to finance inventories of common-use standard-stock 
items, the following is reported: 

a. Department of Defense Regulations governing the establishment and opera- 
tion of Stock Funds, tentatively scheduled for publication in Oct ber, were not 
issued because of inability to resolve certain points at issue with the Bureau of 
the Budget and the General Accounting Office. Action was taken during the 
month which should result in concurrence by the Bureau of the Budget in Novem 
ber. Several discussions with the General Accounting Office failed to result in 
agreement and further efforts are being made. If agreement cannot be reached 
in November, interim measures will be proposed so that the Regulations may be 
published before the end of the calendar year. 

b. Basie plans and procedures for capitalizing and accounting for reserve stocks 
in the Clothing and Equipage Division of the Army Stock Fund were completed 
during the month. These procedures provide for separate accounting for the 
Wool Reserve, the Duck and Webbing Pool, and all other mobilization and special 


reserves, 


¢. The working panel formed to direct the est:lishment of a revolving stock 
fund for use of the Marine Corps began work this month. Sche ules and ret 
dates have bee established r developmental work, with bsistence as the first 
cutegory to be studied 

In addition to the foregoing, other basic concepts of an improved and more 
economical supply system were implicit in the OSD-BOB analysis of the proposed 
FY 1954 budget Some examples of special areas of action in this respect are 


as follows: 

a. Reduction of stock requirements in Army and Navy by application of 
reduce:! supply levels, by enforcement of greater inventory utilization, by con 
sideration of extended use of commercial distribution systems, and by greater 
consideration of the recovery and reuse of none ble items, Army spare 
parts, $200 million; Army Engineer Supplies, $59 million: Navy Gene ral Stores, 


xpenda 


$150 million; Navy Ships Parts, $30 million; and Navy Aircraft spares 
$48 million.) 

b. Reduction of supply system operating costs by consideration of commercial 
distribution system use, by elimination of unnecessary echelons of supply, by 


elimination of unnecessarily detailed reporting systems, and by development 
and refinement of demand forecasting methods. (Army, $11.4 million; Navy, 
$6 million.) 

e. Reduction of supply system operating costs by achieving higher average 
productivity per man-hour through more extensive work performance and 
management controls (Army, $11 million; Navy, $7.5 million.) 


W. J. McNt 





1 1 . 2 
Should you feel, after hearing the four other witnesse; how on your 
schedule, that you would like to hear from any other officer who Is 
responsible for Carrying out the basic reculation 8, | W l| be lad to 


arrange fou his appearance 


PROGRESS DETERMINES VALUE OF PROGRAM 


In closing let me say that | readily adm { that the SOL dness of 
our program must be gaged by the progress we make in putting it 


into effect. I think we have made significant progress, though it is 


only astart. If, as ] expect progress continues ata satisfactory rate, 


I believe the program will vork out much better than if by legis 


lative or administrative action, we had taken action so drastic as to 
have disrupted our supply system at a time when it is probably carry- 
Ing its maximum load short of full mobilization. 

Mr. Chairman, that concludes my prepared statement. I will be 
glad to attempt to answer any questions your subcommittee members 
may wish to ask. 

Mr. Bonner. Thank you, Mr. Secretary. 
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Mr. Secretary, we have some questions here that will express the 
desire of the committee to have further light thrown on what has 
been done. If the answers are contained in your general statement—I 
want to get them in the record—I wish you would just refer to them 
and just pass over to the next answer. 


EFFECT OF TURN-OVER ON CIVILIAN CONTROL 


Do you believe that it is possible to have civilian control of the 
Department of Defense in view of the fact that there have been four 
or five or more civilians in each of the top Department of Defense 
positions since the National Security Act was passed ? 

Mr. Foster. Yes; I do. 

Mr. Bonner. Notwithstanding the rapid turn-over? 

Mr. Foster. Yes, sir; notwithstanding the rapid turn-over. 

° 
RECOMMENDATIONS FOR IMPROVEMENT 


Mr. Bonner. Do you have any recommendations which would 
improve the situation ? 

Mr. Fosrrr. Yes; we have recommendations, Mr. Chairman. Some 
of them I can comment on here. 


LOVETT MADE RECOMMENDATIONS TO PRESIDENT INVOLVING JOINT 
CHIEFS OF STAFF 


As you probably know, I think you talked to Mr. Lovett. Mr. 
Lovett has also sent a detailed letter to the President outlining a 
certain number of those further recommendations which I cannot go 
into in detail in this hearing, but I can tell you that they cover the 
relationships with the Joint Chiefs of Staff, among others.’ 


MUNITIONS BOARD AND PERSONNEL ROTATION AND PROMOTION INCLUDED 
IN RECOMMENDATIONS 


They cover the strengthening of the Munitions Board, control of the 
procurement and supply functions, they cover certain of the problems 
having to do with personnel rotation and promotion. I think all of 
those have some bearing on that last question you have put to me. 

I think that these recommendations, which are the fruit of Mr. 
Lovett’s long personal experience in this field, will be useful. I cannot 
say what action the President will take on them, of course, but I think 
that they do point out ways which, without major statutory changes, 
still will accomplish the strengthening of the civilian control to which 
you have referred, and I think perhaps will lead to more continuity 
in that control. 

Mr. Bonner. Thank you. I do not desire to get into a discussion 
on the next statement that I am going to make. I merely want it in 
the record because situations and conditions have changed since this 
observation was made. 

General Eisenhower, in Paris, favored an encouragement of long 
tenure of top defense officials. I do not want to go into a discussion 
of that, but that motivated this question as to the rapid turn-over., 
(See statement, p. 175.) 


2 See Secretary Lovett’s letter to President Truman, p. 348, 
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CIVILIANS REQUIRED IN KEY POSITIONS 


What progress has been made in placing civilians in key positions 
in the top agency of the Department of Defense? Would you tell us 
specifically what has been done in this important matter ¢ 

Mr. Foster. By top agencies— 

Mr. Bonner. In connection with the Munitions Board, ete. 

Mr. Foster. There has been some progress. I think that you can 
understand why, in these particular months, perhaps we could not 
make more progress. 

I think, however, the opportunity is being developed for our suc- 
cessors to make a considerable amount of progress in that regard 
through the action which is possible under 638, Directive 4000.8, and 
which is being accompanied by a reorganization or a suggested reor- 
ganization of ‘the Munitions Board. 


EFFECT OF JOINT CHIEFS OF STAFF ON MUNITIONS BOARD 


lL think we are all familiar with the limitations which have made 
in the past some of the actions of the Munitions Board perhaps not 
as rapid as we would like to have seen. It was not until the new 
charter was issued during this past year, and as you stated, under the 
suggestions at least of this committee, it was not until that new charter 
was issued that the Munitions Board chairman could make decisions 
to decide arguments between the service representatives. 

That is behind us. The reorganization which is now being worked 
on and which is fairly well along—I am sorry that that, too, I could 
not bring up here today, Mr. Chairman—does match the type of actions 
called for under 4000.8, and will lead to a strengthening of the civilian 
control of that important part of our activity encompassed by the 
Munitions Board. 

Mr. Bonner. The subcommittee has shown a great interest 
in the Munitions Board. Can the Munitions Board ever be effective 
without changing the Joint Chiefs of Staff set-up / 

Mr. Foster. I thinkso, Mr. Chairman. Iam sure it can be effective. 
In fact I am sure it is becoming quite effective now. I think there 
has been a substantial improvement during this last gna I think 
that there are certain other actions which will make it even more 
effective, and one of them les in the area of the relations with the 
Joint Chiefs, although that relationship, too, is very much improved 
and has become much more effective in the field of mobilization re- 
quirements, in the field of the analysis of requirements 
the Joint Chiefs. 


generated 


SET-UP IMPROVING 


I do not admit for 1 minute that the present set-up is not increasingly 
effective because I happen to think it is. I have seen the improve 
ment init. I think that perhaps in the new Congress and under new 
legislation, as Mr. Lovett said before this committee last June, certain 
relationships could be made clearer, certain limitations might pe rhaps 
be made a little more flexible. (See hearings on Federal Sup ply Man 
agement (Air Force Supply—Munitions Board), pp. 2-57.) 


3 See p. 176 of Federal Supply Management ‘Air Force Supply—Munitions Board) for 
charter. 
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All of those are areas in which, through experience, we see the diree 
tion in which we think improvements lie. I assure you that we are 
not satisfied with what has been done, but we believe that much has 
been done. 

Mr. Bonner. Your regulation 4000.10 contains a priority list of 
projects for implementation. Specifically, which of these from A to 
K have actually been Imp ylemented with neces sary directives, organi 
zation, and so oath § 

What kind of compliance organization do you have within the 
Office of the Secretary to check up on the progress under the regula- 
tions which have been issued / 

That is procurement, commercial, industrial-type facilities, dis- 
tribution, cataloging, standardization, conservation, utilization and 
disposal, transportation and traffic management, production, personnel 
training, requirements for review, and supply system, expansion 
prohibited, 

REQUIREMENTS REVIEW 


Mr. Fosrer. There has been some progress in all of them, Mr. Chair- 
man. I refer in detail to one in particular, J, requirements review, 
which was a very thorny one, I might say, and which in my judg 
ment has the possibility of one of the greatest Improvements of any 


thing we are p ri anning re do. 

The basic philosophy behind that is to have an outside—outside of 
military channels—review board of high competence to examine the 
~ Cc assumptions on which requirements are based and therefore 
have the potential opportunity by questions on some of those assump 
tion aad produc Ing ni vor SAVINGS. (See p. | 20.) 

It is certainly our opinion in the Department that the greatest 


opportunity for improvement in the operations of the Department 
of Defense will stem from those basic decisions even though we want 
to kee p working on the sav Ings in pe ripher: il activities. 

The major savines which are possible are by making basie decisions 
at the initial point of forming requirements Therefore the : oree 
ment and the issuance of a form of establi shing this reuitenent 
committee—and I must admit that it is not vet in oper ition in all 
the services; it is in operation in two of them and is on the a8 to 
being in operation in the third—TI think that that board, set up under 
uniform charter so that we will get from each service uniform presenta 
tions, is a real accomplishment. 

[ look for over the long term very substantial savings and improve- 
ments through that device. It is comparable to what you would 
have in private industry where you have an independent look at the 
p lan ning or sales or production department, either b ry the comptroller’s 
oflice, the outside independent auditor, or the outside independent 
consulting engineering firm. 

It is not exactly like that, because no matter what the people think, 
the business of running the Department of Defense is different than 
any other business in the world. But I think it picks up the basic 
values of that type of independent look so that you do not have a 
situation where the increasingly higher levels of the milit: ary—and 
this is no criticism of the sincerity and integrity of the milits ary- 
vou have an outside look so that you are not t: aking in, in effect, your 
own washing. ‘ 
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STATUS OF MANAGEMENT COMMITTEI 


Mr. Bonner. Mr. Secret: ary, it is the feeling of the subcommittee 
that the Defense Management Committee which once served a very 
Important role under General Me Narney, has been permitted to dis- 
integrate. Is this correct / 

If so, what plans, if any, are there for this committee? Has it been 
superseded ¢ 

Mr. Fosrrer. I would like to take issue with that opinion because it 
happens that I have taken a deep pe ‘rsonal interest in that, and in 
fact have taken over the operations which previously were handled 
by the Defense Management Committee. 

When General McNarney left, which departure was a great source 
of regret to all of us, since he h: id done a magnificent job, \ we attempted 
to obtain the services of a man not equal to Joe but as near to that as 
we could find, and we were unsuccessful in that endeavor. 


MANAGEMENT COUNCIHI 


I therefore formed what we call a Management Couneil of which 
Il am the chairman, which consists of the three Under Secretaries i 
the three departments who are charged with management in each of 
the separate services. That Management Council took over many 
of the same functions that the Management Committee had been 
engaged in. 

We utilized a portion of its staff and we have continued to look at, 
from the viewpoint of an over-all look and not a service look, and that 


has been one of the strenoths of this e ie in my opinion, the opera 
tions of the services and of the Office of the secretary. 
That council has been in existence I ink for maybe 5 months. I 


am not sure of the exact date. I think that there are many thin 
which it has contributed and I think can contribute if it is mal 
tained. Of course I have no way of knowing if it will be. 


IMPROVEMENTS IN CURRENT BUDGE! 


Mr. Bonner. Have you noticed any improvement in requirements 
in the current budget as a result of the amendment to which you 
attribute any reductions in the military budget ? 

Mr. Fosrrr. Yes, sir. I referred to one of them in my general 
statement. I made reference to one significant one which saved 
S179,000,000. (See also pp. 10, ll, and 99.) 

Mr. Bonner. The trucks? 

Mr. Fosrer. In fact all the way through. It would be impossible 
for me to identify exact instances, but all the way through those 
hearings the principles which are established in 4000.8 led to the posing 
of questions which have had a very decided effect on the | yudget and 
have resulted in what we think is the tighte st budget and the soundest 
budget which has even been presented to the Bureau of the Budget 
and the President. 

COMMERCIAL-TYPE ACTIVITIES 


Mr. Bonner. As you know » have been ere: atly interested in com 
nercial-type activities : and coe held detailed hearings on the coffee 
roasting activities of the department. Have you analyzed the staff 


26665 a ‘ 
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report of the Munitions Board or are you aware of its recommenda- 
tions? Why should this not be a single service operation from pro- 
curement through distribution ? 

Mr. Fosrer. I will answer the first part of that question first. I 
am aware of it. I have it here with me. It is not only the Munitions 
Board, we also had an outside group look at these operations, an 
outside group which has a very deep interest in this particular com- 
modity, namely, the National Coffee Association, 

Based on their look and our own look I think we are coming out 
with, No. 1, an endorsement of the present coffee-roasting activities 
at the plants which we now have. In fact, as I recall this letter, and 
if I may read this, sir, because this is a little unusual to get from 
outside: 

In the opinion of this association 


this is from the National Coffee Association, signed by their presi- 
dent— 
the military department’s present policy of buying green coffee and processing 
it in military-owned plants is sound and we are unable to recommend a better 
method. 

It isa long letter. It is good all the way through. (See Field Con- 
ferences on Federal Supply Management, pt. III.) 

Mr. Bonner. Mr. Hoffman asks a question. From whom did 
come / 

Mr. Fosrrer. National Coffee Association. This letter is signed by 
the president of it, and it comes out of a committee which they ap- 
pointed to look at this operation. 

Mr. Bonner. You requested that they look into the operation and 
make a report to you? 

Mr. Foster. We did, sir. 

Mr. Bonner. Did they make any observations as to the manage- 
ment, the manner in whici this coffee-roasting program was going 
on? That is, the shipping, unnecessary shipping of coffee from one 
plant into the area of another, and cross-hauling that evidently en- 
tailed unnecessary expense because a local plant could supply that 
locality when the locality was being supplied somewhere else. 

That is, as between the services. 

Mr. Fosrer. No, sir, they did not make any specific recommenda- 
tion. May I further comment, sir, that is one of the points of course 
that we have set forth in 4000.8 as a situation which must be corrected 
as rapidly as possible, and one of the early items that we are attempt- 
ing to get action on covers that. (See p. 15.) 

In other words, cross-shipping and trans-shipment of course is an 
expense and one that we want to attempt to correct to the extent that 
we Cah. 

POSSIBILITY OF SINGLE SERVICE IN COFFEE SUPPLY 


Mr. BonNE : Has there been any discussion or consideration of a 
single service for this coffee supply ? 

Mr. Fosrer. There is consideration of single-service supply in 
every field. This has not vet been fully accepted by the Munitions 
Board itself. It is up be fore them, I believe, tomorrow, for final 
action. 
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The single-service procurement here has not been one of the things 
that I believe is going to be recommended. I think that that is con- 
sistent with what the association has recommended. 


DISTRIBUTION OF COFFEE 


Mr. Bonner. You have single-service procurement but you do not 
have single-service distribution. That has been interesting to this 
subcommittee. We have to point out some things, indiv idual things 
like this. We cannot go into all of them. We picked this one out to 
bring to point what is going on here. 

Mr. Fosrer. I think it is “perfectly appropriate to look at it, sir. I 
am sorry I do not have direct personal knowledge of how that distri- 
bution is handled. Mr. Small or Mr. Johnson, who will follow me, 
probably can tell you better than I. 

Mr. Bonner. If you desire on any of these questions—you will 
have a chance to review this record for correction—the subcommittee 
would be delighted to have you enlarge on facts. 

Mr. Foster. Thank you, sir. I will be glad to take that opportunity 
and look at the question of whether there can be single distribution. 

(The material referred to follows:) 


DISTRIBUTION OF COFFE COFFEE ROASTING STUDY 


The staff report of the Munitions Board on this subject has been analyzed, 
and its principles have been accepted by the military departments. Purchasing 
of green coffee is already assigned to a single department, i. e., the Army, and is 
to be continued. The study recommends that military coffee roasting be reduced 
to four plants (which results in the closing of two military plants and the dis 
continuance of three commercial contracts for coffee roasting), with distribu- 
tion te be handled on an area basis. Under this system of single service distri 
bution on an area basis, the Navy will distribute to all services in the north 
eastern and north central United States and in southwestern United States; 
and the Army will distribute to all services in southeastern and south central 
United States, and northwestern United States. This will prevent unnecessary 
shipping and unnecessary expense connected therewith. Vacuum-packing is to 
be used in most cases, and containers are to be shipped in carload or truckload 
lots, to the maximum extent practicable, directly from military roasting plants 
to consuming activities. This will eliminate the unnecessary back and cross 
hauling that obtains under the existing system. 

Green coffee used by the military roasting plants in the zone of interior, to 
the maximum extent possible, will be stored at the roasting plants. Green 
coffee, purchased for roasting in overseas areas, will be shipped, to the maximum 
extent possible, directly from vendors to ports of embarkation, or directly from 
producing countries to activities outside the continental limits of the United 
States. The four present roasting plants which are to be continued are integral 
parts of existing installations. To transfer jurisdiction of these plants to other 
departments would create many administrative difficulties which would be hard 
to justify. To transfer the plants physically would be expensive and without 
resulting in any particular advantage. 

It should be emphasized that, although this plan does not result in complete 
single service distribution of coffee throughout the United States, it does result 
in single service distribution on an area basis and achieves substantially all the 
economies that could be obtained by complete single-service distribution, without 
the administrative disadvantages. 


Mr. Bonner. Mr. Shelley raised a question on that in April L951, 
We have had two sets of cost figures submitted by the Navy in justifica- 
tion of their operation. To our mind the reports have been inconclu- 
sive that the Government should operate plants of this nature. 
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We have discussed it and I shall not ask you your opinion about it 
because I think that you have more or less in your statement so far 
substantiated the need of these plants. 

Mr. Fosrer That is where we have come out, sir. We shall leave 
this report with you so that the staff can look further at it. 

Not! The report referred to included in Field Conferences on Federal Supply 
Management, part IIL, p. 877. 

Mr. Bonner. Does the subcommittee understand that you are going 
to continue the operation as it is 4 


UNDER SECRETARY BELIEVES GOVERNMENT PLANTS MORE ECONOMICA 


Mr. Fosrer. We will continue the roasting plants because up to now 
we believe that is the cheapest and most economical way to get this 
done. If there is an expansion of that situation—— 

Mr. Bonner. Have you been satisfied with the cost report? 

Mr. Fosrrer. Yes, sir. We now have—and I do not know whether 
the staff has these reports- -what we believe are proper and—— 

Mr. Bonner. What is the date of that, Mr. Secretary ¢ 

Mr. Fosrer. October 1, 1952. I do not know whether it has been 
sent to the staff or not because it has not had final action in the depart 
ment. 

NoTI Copies were made available. ) 


But we do have prices and we do have our own costs, including, sir 
and I think this isthe point that had concerned the committee earlie:- 
happrop late charge-off for services of uniform personnel which were 
not, | think, in the o1 ivinal cost figures. 


UNIFORMITY OF COST REPORTS 


Mr. Bonner. Isthe report uniform between the Army and the Navy ? 

Mr. Foster. It is not absolutely uniform, but it is comparable. 

Mr. Bonner. Do you think the cost report how includes all direct 
and indirect costs and charges 4 

Mr. Fosrrr. Insofar as they can be assigned, and it is difficult some- 
times for an accurate assignment. But at least there is an approxima- 
tion of the total cost, both direct and indirect. 

Mr. Bonner. Mr. Secretar y, are vou convinced that the services have 
ceased to bid against each other in the commercial market for lumber. 
subsistence, and other common-type items / 

Mr. Fosrrr. Iam sorry I missed one word, 


COMPETITION BETWEEN SERVICES 


Mr. Bonner. Are you convinced that the services have ceased to bid 
against each other in the commercial market for lumber, subsistence, 
and other common type items ? 

Mr. Foster. No, sir. The word I missed was “ceased.” I am not 
convinced they have. I think that it is, however, considerably 
improved. 

We, in those cases where there is the opportunity of competitive 
bidding between the services, through our various devices, such as the 
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Munitions Board, and such as the inspection by Mr. Garlock and Mr. 
MeNeil’s office, do uncover that ty pe of ¢ ompet itive bidding. 

I think it is very much less than it has been. I would not say it has 
ceased. But I will certainly say it has lessened. 


STATUS OF SUPPLY STUDIES 


Mr. Bonner. What progress has been made on the studies conducted 
by the various universities on medical supply, automotive equipment, 
subsistence and earth-moving equipment? ‘It seems to the subeom- 
mittee that these studies drag on indefinitely. 

For example, we were advised that the subsistence study would be 
available on June 30, 1952. More recently we have been advised 
that it will be available sometime in January. 

Mr. Foster. We do, as you indicate, have a great many studies. 
We are studied by the Congress, we engage our own people to study us, 
and we are always being looked at in one way or another. 

I happen to think that most of those eventually come out with a 
constructive result. There are five which we have currently in hand. 
They are the ones that you indicated: subsistence, medical and dental, 
construction, mining excavating machinery, paint and related prod- 
ucts, and automotive. We have several others which are not on this 
list which we will take up under the supply system project study 
which you are familiar with. 

The one that I just referred to is comparable to those studies and 
we will take action on that tomorrow. I think that the subsistence 
study will be completed, as you indicated, in January. I think the 
medical and dental is—they both will be completed within 60 days 
and those will be used because it will be by virtue of the findings in 
those studies that we will establish stock funds, for instance, at Ala- 
meda, which has been a success. 


DELAY IN CONDUCTING MEDICAL TEST 


Mr. Bonner. The medical study was completed on the 31st of Au- 
gust. Why has it taken so long? Why has it been dragged out ? 

Mr. Foster. The medical study of course was in line with a number 
of other studies of the same area and that will become effective on 
January 1 utilizing the fruits of that study. I know that seems like 
a long time, but that is really not a long time. 

Mr. Bonner. This medical study was the first to be determined. 

Mr. Foster. The experiment which we set up at the beginning of 
this calendar year at Alameda was concluded on August 31. In rela- 
tion to that we have this Syracuse University study. 

Mr. Bonner. What is the Syracuse University study? Is that 
medical ¢ 

Mr. Foster. That is medical and dental. Utilizing that, utilizing 
the results of that experiment, we have weighed all of those results, 
we have accepted the findings, and we will establish that as a perma- 
nent operation starting July 1. 

Mr. Bonner. July 1, when? 

Mr. Foster. July 1, 1953. When that is set up it will be accom- 
panied by putting that under a stock fund which we believe will make 
it increasingly successful. 
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Mr. Bonner. What about the other depots across the country, medi- 
cal depots ¢ 
SINGLE-SERVICE DISTRIBUTION PLANNED FOR MEDICAL AND DENTAL ITEMS 


Mr. Fosrer. That is all. That will be a single-service distribution 
system in the medical and dental field. 

Mr. Bonner. Alameda is for a specific area. 

Mr. Fosrer. The experiment was to determine whether this could 
be done through a single distribution point. We have been convinced 
itcan. Therefore we will apply that to the whole area of medical and 
dental. 

ALAMEDA MEDICAL TEST SUCCESSFUL 


Mr. Bonner. Then the Alameda depot experiment has been success- 
ful / 

Mr. Foster. That is correct. 

Mr. Bonner. And the Army will run all the medical depots? 

Mr. Fosrer. No. It will be a joint plan. Mr. Garlock ¢ 


DISTRIBUTION AREAS TO BE PARCELED OUT 


Mr. Gartock. The plan for the establishment of the medical stock 
fund is for each of the services to have a medical stock fund. All the 
things that we learned at Alameda will be utilized by the three serv- 
ices. We are working toward a plan whereby a depot in a given 
area services all military medical supplies in that area. They will 
continue to be large operations and we think they are large enough to 
utilize the best talent we can get to run any one of them. (See pp. 
256-257.) 

Mr. Bonner. And the various services will run different depots? 

Mr. Gariock. That is right. 

Mr. Bonner. But there will not be any cross-shipping, then, among 
the services? 

Mr. Gartock. I would not want to promise that there would not, 
in the initial instance, be any cross-shipping. The process of reeducat- 
ing and changing the whole system is such that you cannot necessarily 
bite it all off at once. If we can reach that point by July 1 it would 
be most desirable. I would not want to guarantee to this committee 
that we would reach that by July 1, 1953. 


MEANING OF LOVETT’S DIRECTIVE 


Mr. Bonner. Mr. Lovett’s July 17, 1951, directive is that— 
priority study should be given to the feasibility of assigning to a single military 
department the responsibility for procurement, distribution, including depot 
storage and issue of classes of common items of supply and equipment and depot 
maintenance of such equipment. Medical supply items shall be the first category 
to be studied. 

That is why I asked about the single assignment to a single military 
service, 

In this directive this committee takes the thought that the medical 
experiment, if adopted and proven successful—and the committee 
has been very interested in it and watched it closely and studied it 
would be a single assignment. 

Mr. Gartock. Mr. Chairman, I am following Mr. Foster's advice 
here and I am not trying to promise things we cannot deliver 
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Mr. Bonner. I understand that. The subcommittee is interested in 
Mr. Lovett’s directive. 

Mr. Gartock. There is no question as to the end result being in line 
with Mr. Lovett’s directive. It is a question of how rapidly one can 
take all of the steps. . 

One of the steps is to switch from procur ing medical supplies from 
a depot of your own service to that of procuring from the nearest 
depot. That requires working out all the details so that there is com- 
parability and uniformity. 

Mr. Bonner. You wouk l say then that we can eve ntually look for 
the fulfillment of the directive? 

Mr. Gariock. I would not like to use the word “eventually” be- 

cause it will be sooner than what we usually apply to that term. I 
would say in the reasonably near future. 

Mr. Fosrrr. May I also add, Mr. Chairman, that while that was 
the first item, medical and subsistence, we have not waited to con- 
clude that to move into other fields. There will be some which per- 
haps in the single assignment field that you outlined will take place 
prior to that date. 

The medical field is a very sensitive field and a very difficult one. 
We did learn a great pe in the Alameda experiment which will re- 
quire some adjustment before we actually apply it, and we want to be 
very sure that we will be able to continually supply medical material 
and equipment promptly as required. 

Mr. Horrman. I understood this gentleman to say that following 
the Alameda experiment, even after that, if it proved to be all right, 
these three branches of the services would have a separate supply base. 
Am I wrong? 


EACH SERVICE TO HAVE A MEDICAL STOCK FUND 


Mr. Garwock. I said that each of the three services would have a 
medical and dental stock fund. They each would own, control, and run 
a distribution system. As an end point we would work toward one of 
them servicing a given geographical area, so that there would not be 
cross shipping or duplication within that area. 

Hach of these systems will still be very large. We think they are 
large enough to take some of the best talents that we can get to run 
each of them without necessar ily combining all three. 

Mr. Horrmay. Is each one to have a storage place, as you might call 
it, for what it may need in the future? 

Mr. Garvock. The total amount of medical and dental supplies that 
we need in our storage system is identical under this system, whether 
there is one stock fund or whether there are three. 


THREE STOCKPILES CONTEMPLATED 


Mr. Horrman. Are there to be three stockpiles? Is each service to 
have one ? 

Mr. Gartock. Yes, sir. It requires no more stock, Mr. Hoffman, 
than if you have a single depot, because the requirements—— 

Mr. Bonner. Does the Air Force have a stock fund for this purpose ? 
You said each service. Will the Air Force have a stock fund? 

Mr. Garvock. Yes, sir. 








110 FEDERAL SUPPLY MANAGEMENT 


Mr. Bonner. They do not have one now. 

Mr. Garvock. Yes, sir. They own a share of the medical and dental 
supplies. 

Mr. Bonner. They do not have a depot, I mean. 

Mr. Gartock. We will not create a new physical location, Mr, Chair- 
man. Which depot, if any, the Air Force runs is a matter to be deter- 
mined. They do have a requirement to own their own share of the 
medical and dental stock fund. The actual designation of who is to 
run the depot in each geographical area has not been determined. We 
just have not progressed that far. There will be no more deposits, no 
more phy sical locations, and no more stock than if there was a single 
stock fund. (See contrary statement, p. 263.) 

Mr. Horrman. But you will have them in three different places? 

Mr. Gartock. They will be in many more than three places, 
Mr. Hoffman. They will be medical and dental stocks, actual supplies, 
world-wide, to support our troops on a world-wide basis. There are 
more than three depots in the United States now. 

Mr. Horrman. I mean the Air Force will have one, the Navy, one, 
and the Army, one ¢ 

Mr. Gartock. No, sir. 

Mr. Horrman. Then each will own a share in each place where there 
is one / 

Mr. Gartock. I do not think so. I think that at any given location 
the Army, Navy, or Air Force will own and run that depot and will 
service a given area. It will service Army, Navy, Air Force, Marines, 
National Guard, and everybody in that area. 

Mr. Horrman. You mean in location A, there would be one stock- 
pile and all three would draw from that ? 

Mr. Gartock. Yes, sir. 

Mr. Horrman. Either the Army, Navy, or Air Corps will operate 
that one? 

Mr. Gartock. Yes, sir. 

Mr. Horrman. And in some other place it may be the other fellow ? 

Mr. Gartock, Yes, sir. 


AIR FORCE MAY BE GIVEN A DEPOT 


Mr. Bonner. As I understand it, the Air Force will be given a depot 
that is now being operated by the Army or Navy? It will be assigned 
one‘ 

Mr. Garvock. That is one of the possibilities, sir. (See Air Force 
statement, p. 208. ) 

Mr. Bonner. Does each service keep a supply depot? Single as- 
signment by geographical areas is the only accomplishment that comes 
from it. 

Mr. Gartock. That is quite a lot, sir. That immediately does away 
with all of our cross-shipping. We have a centralized procurement 
set-up in this already. 


CENTRAL PROCUREMENT AND TRIPLIFIED DISTRIBUTION 
Mr. Bonner. That is what directs our attention to it, centralized 


procurement but triplified distribution. 
Mr. Foster. No, sir. May I get into this? 
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Mr. Bonner. Yes, Mr. Secretary. 

Mr. Fosrer. In various areas we will cross-service by a depot owne : 
by ~~ of the services. It may be the Army, it may be the Navy, 
may be the Air Force. There will be no arithmetical distri ibution of 
the _ nr betwee n the three services. 

Mr. Bonner. In other words, the North Atlantie Coast Depot will 
serve the Army, Air Force, and the Navy, irrespective of who operates 
the depot 4 

Mr. Fosrer. That is correct. 

Mr. Bonner. But vou are going to create in the Air Force an oper- 
ating force for the depot that is now being operated by the Army or 
Navy? 

Mr. Fosrer. No. Only if it happened in a particular area—take 
Dayton, suppose we set up a medical depot in Dayton. We might have 
that one operated by the Air Force to service the other two services 
that happen to be in the area. 

Mr. Bonner. Mr. Curtis? 

Mr. Fosrer. North Africa is another example where the Air Force 
might service the Navy and the Army. 


MEDICAL SUPPLY STAFF 


Mr. Curtis. Does the Air Force at present have supply personnel 
who are trained in medical supply ? 

Mr. Foster. They have some. 

Mr. Curtis. Is not that what you are really going todo? You are 
going to have to set up, if you do that, a new personnel system trained 
in that particular thing. If you have all three of them doing that, 
you will have the same ove rhead. 

Mr. Foster. We want to utilize those who are already trained. In 
north Africa, for instance, there is an Air Force group which handles 
medical supplies to some extent. We might have to expand that if 
they pick up the Navy and the Army, too, or we might utilize Navy 
personnel or Army personnel in that area who would then be under 
the Air Force Depot cognizance in that particular depot. 


POSSIBLE INCREASE IN PERSONNEL 


Mr. Curtis. What would worry me would be the fact that right 
now the Air Force is largely dependent upon the Army’s pe rsonnel 
in medical supply. If you have the Air Force taking over some of 
the supply areas they are going to have to enlarge, and theoretically 
the Army should contract. But our experience has been that there is 
always the enlargement but never the contraction. 

I am wondering what the thinking has been along the line of the 
personnel, supply personnel, that will be utilized. I think your 
system is going to increase the number. 

Mr. Foster. The purpose of the system, sir, would be to reduce the 
personnel, and if the Army is doing it, we would ask them to take on 
the additional load. In other words, there might be two Army depots, 
one Navy, ina broad geographic area, and no Air Force. 

Mr. Curtis. I appreciate that might be. What I am concerned 
about is actually looking at it from that particular angle. If it is 
not looked at from that angle, and if you just say that the Air Force 
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ought to have a medical supply depot or control and operate one 
because the sister services are operating them, and they need personnel 
to do it—— 

Mr. Foster. We do not accept that. 


UNIFICATION VS. TRIPLICATION 


Mr. Curtis. I can see how, instead of unifying, as far as personnel 
is concerned, and I am limiting myself to medical supply personnel, 
you are going to have three organizations which means three over- 
heads for three medical supply organizations, instead of what it 
would seem to me would be only one supply system for medical supply 
as far as your trained personnel are concerned. Do you follow my 
thinking ? 

Mr. Foster. I think you are right if you moved on the basis you 
outlined. My comment that there was no arithmetical division so 
that each had it was directed to the thought that where there is a 
major operation of one of the services we would assume that the 
service in that area would take on this additional load. 

They might, in attempting to maintain their present activity and 
adding to that the job of supplying the other two services as well, 
they might have to increase their net number of personnel. But the 
number of personnel in the area should be reduced, and that will be 
one of the objectives of the consolidation. 

Mr. Curtis. One final question. However, on a particular depot 
you might well have the hic Force running it and have Army and 
Navy medical supply personnel assigned to them and operating with 
them. You do that now, I believe? 

Mr. Fosrer. Yes, sir. That is the objective. 

Mr. Bonner. Is that what it is going to be, or will it be the same 
total supply but three administrations of the supply 

Mr. Foster. It will be at—at least our objective is to move—— 

Mr. Bonner. That is a different explanation of it. 

Mr. Fosrrr. That is what we were trying to get across. That is 
consistent with 4000.8 in which we ask for cross servicing. 


POWER OF DECISION OF MUNITIONS BOARD CHAIRMAN 


Mr. Bonner. The Chairman of the Munitions Board, does he exert 
the power of decision which was purportedly given to him under 
the new Munitions Board charter? I think in your general statement 
you covered that. 

Mr. Fosrer. Yes, sir; he does exert it and he has that authority. 
He has it not only under the basic problems that come up to the Board 
but also in the Armed Services Procurement Regulation itself which 
was given to him just last week. 


UNIFIED LOGISTICS IN ALASKA 


Mr. Bonner. In Alaska we noted considerable duplication in the 
distribution system within and between the departments. What 
specifically has been done to create a unified logistic command in 
Alaska? 

Mr. Foster. I thought you might ask that, Mr. Chairman. 
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Mr. Bonner. This subcommittee, Mr. Secretary, was a little dis- 
appointed in their visit to Alaska with respect to this question and 
what we found there. 


AUTHORITY OF THEATER COMMANDER 


Mr. Fosrer. I got in touch with the Joint Chiefs, General Kepner, 
and had word from him that he has sufficient authority now to coordi- 
nate logistic and coordinate support of his command, and he believes 
that he has moved to coordinate with a view to elimination—or mini- 
mization—of duplication. I do not believe he used the word “elimina- 
tion.” He however speaks of your visit there. He states that ap- 
parently you gained the impression that his authority was insuflicient 
with respect to integration of supply for the Army and Air Command, 
and states that he has the authority and is in his opinion moving to 
eliminate any such duplication. 

Mr. Bonner. Mr. Secretary, you say he has the authority. Has he 
exercised it ? 

Mr. Foster. He informs me that he has and is, and I must admit 
that my trip to Alaska was too brief to cover that point. 

Mr. Bonner. For the benefit of the subcommittee, will you insert 
at this point, when you correct the record, to show what he has done? 

Mr. Foster. We will add that. 

Mr. Bonner. And whether or not he has set up a logistic command 
there. 

Mr. Fosrer. I can answer that without going to the record. He has 
not as yet. It is to that point that I would like to direct some further 
comments, if I may. 

(The information requested is as follows :) 


IMPROVEMENTS IN ALASKAN LOcIsTICs Ser-Up 


With respect to the actions that have been taken in Alaska to improve coordina- 
tion of logistic matters between the three services and to eliminate any duplication 
or overlapping, the Department of the Air Force on December 8 requested 
General Kepner to prepare information for the committee on this subject. I 
have asked Mr. Gilpatric to furnish this data to the committee just as soon as it is 
available. 

A copy of the wire dispatched to General Kepner by the Air Force is attached. 


DECEMBER 8, 1952. 
Hq. USAF. 
CINCAL Elmendorf AFB, Alaska, 
From: AFMPC. 

At Bonner committee hearings on December 3 and 4, both Mr. Foster and Mr. 
Gilpatric were questioned as to what concrete actions have been taken in 
Alaska to improve coordination of logistic matters between the three services and 
to eliminate any duplication of overlapping. Mr. Bonner asked both witnesses to 
submit for the record a list of such actions. Request you prepare such a list 
of past accomplishments and plans for the future, covering the whole field of 
logistics. The list should contain as many items or instances of substance as 
possible. Each item or instance should contain an estimate of the additional 
resources such as personnel, funds, equipment, or facilities which would have been 
required had your coordinating action not been taken. The Bonner committee 
is interested particularly in action taken since their visit in October 1952, 
but the more important actions taken before that time may be listed also. Re- 
quest reply by December 23. 


4See General Kepner’s statements in Federal Supply Management (Overseas Survey), 


pp. 349-431. 
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Mr. Fosrer. In attempting to set up joint logistic command in any 
operating area, there are always a number of very difficult adjustments 
to make. As in the issuance of these broad regulations, we have felt 
that we should do that one step at a time with a view to not disturbing 
the very difficult relationships which exist. 

We have taken on the first steps in connection with the European 
theater which, of course, is a much more important theater than the 
Alaskan theater. Some of this is classified, so I will have to read this 
in exact words. 

Mr. Bonner. Before you read that, let me read to you what Lt. Gen. 
William E. Kepner, of the Alaska command, summed up for the sub- 
committee. Quoting him: 





The Chief of Staff made the statement this morning that the administrative 
matters and things of that sort, and the operations of the logistic system, are 
the responsibility of the departments themselves and that my position here as a 
unified commander is one of strategic and tactical significance and coordination 
to keep things in balance and make recommendations, 

That is as far as I can go until I get a different directive from the Joint 
Chiefs of Staff. 

Mr. Fosrer. Yes, sir. 

Mr. Bonner. He told us that he had not made any recommendations. 

Mr. Fosrer. We will insert in the record the word I had from him 
yesterday, which I think is progress from that point at least. (See 
testimony of Hon. Roswell L. Gilpatric, Under Secretary of the Air 
Force, p. 191: see also p. 18, H. Rept. 1994, 82d Cong., 2d sess. ) 

Mr. Bonner. I want everyone to know that when I make reference 
here, that this was aid that the subcommittee sought, and aid that the 
subcommittee has placed a good deal of dependence on. 

‘| his IS from the general, ( reneral svisenhower: 

With reference to your question as to whether there is need for unification of 
logistic operations to support unified commands in our overseas theaters, I will 
say that I am convinced that more unification is needed in logistical matters in 
all fields, 

To my mind the senior United States commander in any theater, be he of the 
Army, Navy, or Air Force, should have responsibility and powers for the over-all 
coordination of logistics and the exercise of all possible economies in common 
itemis of common supply function. 

That is what this subcommittee is greatly interested in. 

Mr. Fosrrer. I know of your subcommittee’s interests and your 
strong feelings that joint logistics command should be established 
overseas. I therefore feel quite sure that you will approve Mr. Lov- 
ett’s recent decision to vest directive authority in the field of logistics 
in the European command area in General Ridgway. 

General Ridgway has been given this authority for the purpose of 
preventing or eliminating duplication of facilities and overlapping 
of functions among the service units under his command. 

He has also been directed to promptly establish a joint military con- 
struction agency to manage and supervise construction programs nec- 
essary to meet our military requirements in Western Europe. 

Che Secretary of the Army has been designated the executive agent 
of the Secretary of Defense for the single construction agency. 

Phat, sir, is a step toward what you are moving toward. We have, 
as you know, in Korea taken a similar step in establishing a joint 


See p. 1268 et seq. Federal Supply Management (Overseas Survey), also p. 19, H. Rept 


1994, S2d Cong., 2d sess 
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communication zone under General Heeren. in with this step in 
Europe we are beginning to cover the major areas. I would suspect, 
over a period, as the need becomes evident, that we aes | do it in other 
theaters. 
But you cannot do this by a directive overnight blanketing the whole 
operation. If you do, you will get more trouble than you will prevent. 
Mr. Bonner. We have m: iny que stions. Mr. Meader? 


ALAMEDA MEDICAL SUPPLY TEST 


Mr. Mraper. Mr. Secretary, as I understand it, this experiment in 
Alameda on the medical service has been succe Sef i in the view of the 
Secretary of Defense. 

Mr. Foster. That is correct. 


STANDARD FORMS NOT USED 


Mr. Mrapver. Do the three services use identical requisition forms 
in making demands upon these depots ? 

Mr. Fosrer. They do not yet, Mr. Meader. That is one of the 
reasons it will take time to put this fully into operation. There is 
the need of consolidation of forms and uniformity. Otherwise, it 
would be confusion rather than simplification. 

Mr. Mraper. Unless you have identical procedures in the three 
branches of the armed services, you can’t very well have one service 
supply another, can you? Successfully ? 

Mr. Fosrer. It depends on the degree to some extent. You can 
adjust to some extent for idiosyncrasies, shall I say, between the 
services. But where you are cross-servicing and you have requisitions 
from the field, they must be pretty nearly equivalent or it won't work. 

We therefore have to make some adjustme nts In paper work before 
we can institute one of these cross-servic ing ope rations. 

Mr. Meaper. Perhaps you can enlighten me on a subject which has 
been puzzling me all through this subcommittee’s investigation of 
military supply. 

Are there some valid reasons why there should be differentiations 
in forms and procedures as between the Navy, the Air Force, and the 
Army ¢ 

Mr. Foster. That is a hard question to answer. Much of it, of 
course, comes due to the traditional development of these very sub 
stantial operations, some of whtch have existed over 170 years. They 
do get in the habit of doing things certain ways. It is difficult to 
blank them into a given mold and it is perhaps not essential that one 
loes. 


RELATION OF STANDARD FORMS AND PROCEDURES TO COMBATANT FUNCTIONS 


The basic National Sec urity Act tells the Secretary he shall not in 
terfere with the combatant functions of the three departments. Some 
of these things are related in the minds at least of the responsible 
officials with their combatant functions. 


EDUCATION NEEDED TO OBTAIN IMPROVEMENTS 


Therefore, to change it. requires more than a mere directive. It 
requires a course of education. I can assure you that that is used 
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many times when it is hard to convince me that that is the basic 
reason. But we do make progress. Some of them are justified. It is 
impossible, by a superficial look, to tell which are justified and which 
are justified and which are not. 

Mr. Meaper. If there were an agency sitting in a position of um- 
pire to hear the arguments pro and con of each service for its own idio- 
synerasies in requisition forms, stock-level policies, item nomencla- 
ture and specifications, it would be the Secretary of Defense, would 
It not ¢ 

Mr. Fosrer. Yes; or through his agency, the Munitions Board, 
in some cases the Comptroller. 

Mr. Meaper. It struck me that if there were anything other than a 
historical or traditional basis for these differentiations, that you in 
the Office of the Secretary of Defense would be familiar with any 
rational basis for these differences if it existed. 

Mr. Foster. Mr. Garlock has a detailed observation on that. 


NEED FOR ITEM AND DOLLAR ACCOUNTABILITY 


Mr. Gartock. There is one basic difference. The Navy over a long 
period of time has had both item and dollar accountability. There 
fore, their whole system of requisitions and accounting has been 
drawn up always to include the dollar costs, dropping out unit ac- 
countability at a given level and going to broad classes. 

The Army and the Air Force do not have dollar valuations on inven 
tories except as we bring them into these stock funds. Therefore, their 
whole system has been built up on an item basis without the dollar 
tags being attached. 

To get the two comp: atible, you have to begin to bring the Air Force 
-— Army supply system under dollar accountability as we were 

lirected to in title 4 of the recent amendment to the National Security 
A t, but it takes time to do that. As you progress along this, ste p 
by step, vou can begin to achieve uniformity because then they both 
are accounting for the same kind of things, both money and items, 
and the same kind of forms will fit their requirements. 

Mr. Meaper. How soon will this accountabiilty matter be settled, 
Mr. Garlock ? 

Do vou personally have an opinion about which is preferable, or a 
compromise between the two / 


IMPROVEMENTS IN ACQ@OUNTABILITY 


Mr. Garnock. There is no question about that. We are under 
direction from the Congress and we are moving as rapidly as we think 
we can to bring it under dollar accountability. But it is a tremendous 
change in the Army and Air Force supply system, and as fast as we 
can bring these under the stock funds, we are achieving that. 

We have brought all the clothing and equipage in the Army and 
all the clothing in the Air Force. We are going to bring the gasoline 
products in the Air Force into this kind of a system, we are going to 
bring : the subsistence in next July. 

T _ Navy subsistence has long been under this system. The Army 
and Air Force subsistence will go under it next July. We are biting 
off fairly big chunks all along, but we can’t do it at once. 
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Mr. Meaper. How about medical supplies / 

Mr. Garvock. That will be effective the Ist of July. On reason for 
this Ist of July, is that it is substantially easier from the mechanical 
aspects and the bookkeeping aspects to make the break as of the begin- 
ning of a fiscal year, because you have a clean start on your funds 
then. 

So that if you get near the end of the year, you would normally 
wait until that date to make the change because it is substantially 
asier, 

Mr. Mraper. Could I address the same question to you that I ad- 
dressed to Secretary Foster? 

Are these differentiations in procedures and forms and policy with 
respect to stock levels and nomenclature and spe¢ ‘ifications, and so on, 
in your opinion, based upon some valid reason because of the different 
mission of the three services, or are they traditional, historical, « 
are they designed simply to differentiate 


SYSTEMS DIFFER ON ACCOUNT OF PRECEDENT 


Mr. Garnock. Sir, I would say they are different primarily because 
they grew up separately. The people who wanted them wanted dif- 
ferent kinds of information. Over a long period of time, having 
little or no interflow of reports or information, there was nothing to 
bring them together. 

I would say that if you had absolute uniform procedures and let 
the three services go their own way for 2 years, and then looked at 
them, they would no longer be uniform, because in an organization 
as large as they are, at different command levels and different admin- 
istrative levels, need arises for different kinds of specific information 
which the other services may or may not need. 

So some thing would be pic ‘ked up by that service and something else 
dropped. I think it is just what you might expect to happen to any 
large requisition and accounting system if it runs by itself without 
being tied to a similar system. 

Mr. Meaper. Isn't that the question, whether or not the Secretary 
of Defense has authority to demand and maintain uniformity in 
supply functions? 

Mr. Garvock. Let me go back to the medical-stock fund. In set- 
ting it up—in this we were fortunate—we already had uniform specifi 
cations through the uniform procuring agency. The Navy moved 
first and put in a pricing system. Everything in the whole system 
has to have a price when you bring it under this. That is quite a job 
by itself. 

Navy moved ahead and priced it. The Army and Air Force will 
have to pick up either exactly those same prices or they will have to 
sit down with Navy and get a new uniform pricing because the mate 
rial isn’t going to flow back and forth among the three services if one 
is charging $1 a bottle for something and somebody else $1.02. 

They will all buy it from the man who is selling it for $1. All of 
that has to be worked out. Once it is brought to that level, it has 
to be kept there. Keeping it there, I think, is probably the job of 
the Office of the Secretary of Defense. 

I anticipate no problem in it other than that it is a constant inter- 
change of information. We have had it, for example, on our uniform 
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allowances for the enlisted personnel of the three services. ‘There 
they have different uniforms and different allowances. 

ut they all have basic ally comparable allowances. The price of 
cocks has to be the same in all three services or the vy will buy them all 
from the man with the lowest price. ‘Those are things that you have 
to keep in line and that you have to watch to see that some body doesn’t 
change it. Because what may be valid reasons from his point of view, 
may not fit into the whole system. 


MISSIONS DO NOT REQUIRE DIFFERENCES IN PROCEDURE 


Mr. Meaper. Would it be a fair answer to my question, Mr. Garlock, 
to say that as far as you know, there is no valid reason, from the mis 
sion of the three branches of the Armed Services, for there to be this 
differentiation in procedure with respect to supply ¢ 

Mr. Garnock. No, not as far as mission is concerned. 

Mr. Meraper. It is simply a traditional, historical condition that 
grew up, for which you can find no rational explanation other than 
the fact that it grew that way / 

Mr. Gartock. It grew that way. 

Mr. Bonner. Let me ask you this, Mr. Garlock. You say it is the 
responsibility of the Secretary, once you get it to a uniform position, 
to keep it there ? 

Mr. Garnock. Yes, sir. 

Mr. Bonner. Isn’t it the same responsibility to get it to that 
position ¢ 

Mr. Gartock, Yes, sir. I didn’t mean to imply it wasn’t. It is 
his responsibility to get it uniform and then see that it stays there. 

Mr. Banner. That is what we are interested in see ing him do. He 
has the responsibility _ the authority to go ahead and do it. 

Mr. Garwock. Yes, s 

Mr. Fosrrr. I don’t think I want to let the question stay just that 
way. 


Mr. Meaper. You don’t want the answer to stay just that way. 


DANGER IN ARBITRARY CHANGES 


Mr. Fosrrr. I don’t want the answer to stay just that way. You are 
oversimplifying that to a considerable extent. You cannot say that 
it is necessary to have all procedures in the military departments 
uniform, and that there is no valid reason for them not being uni 
form, and that it is the responsibility of the Secretary of Defense to 
get them that way. 

I think that is a very oversimplification, if I may say so, with 
oll due respect. I think it is traditional that they have grown up in 
this way, I think, in maintaining their combatant functions, and an 
arbitrary immediate change of that might conceivably interfere with 


I can conceive of supply lines that might break down under that 
nd of a change. I think, therefore, that this, as is asked for under 
the National Security Act, is a team operation. All members of the 
team don't play exactly the same w: iv. They are playing on the same 


ind they have the same ob yjectives. 
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I think that in some purely mechanical things, yes, we should move 
and move perhaps more promptly than we have, to uniform proce- 
dures. I don’t dispute that for one moment. And I think that there 
has been much progress. But I think always the matter of judgment 
must be not only a single judgment on the part of the Secretary, I 
think it must be tempered by the responsibilities of the responsible 
officials in the operating departments, and therefore I don’t like to let 
the answer stand just as Mr. Garlock put it, with all due respect ta 
him as well. 

I think that is an oversimplification. I think there would be an 
implication that tomorrow morning we just should issue an order and 
this will take place. That, I can assuer you, will not work. 


Mr. Bonner. Mr. Curtis? 
APPLICATION OF ALAMEDA MEDICAL TEST 


Mr. Curtis. I want to ask a question, Mr. Secretary, in view of 
your statement of what is happening in the medical supply field even 
after the Alameda test. In fact, this system was to be set up, and it 
is contemplated that the Army will handle one depot and the Air 
Force possibly another, and the Navy another. 

I want to thank Mr. Roback of the staff for calling this to my atten- 
tion. I want to refer to Secretary of Defense Lovett’s memorandum 
of July 17, 1951, subject: Basic policy governing the Department of 
Defense supply system. I would like to read section 5, small ¢c: 

Priority study should be given to the feasibility of assigning to a single mili- 
tary department— 

I want to emphasize that—‘assigning to a single military depart- 
ment” — 
the responsibility for procurement, including depot storage and issue, for classes 
of common items of supply and equipment, and depot maintenance of such 
equipment, 

Medical supply items shall be the first category to be studied. 

That is why the Alameda test was set up. If I understand row 
testimony, that is being completely gotten around and ignored, be- 

cause you are not setting up and you are not contemplating a single 
department. 

I would like to get your comments on that, sir. It seems to me 
that that is directly contrary. 

Mr. Foster. That says they shall be studied. Certainly there is noth- 
ing in that directive which says they shall be put in, whether or not 
effective. 

Mr. Curtis. We were already at this point where the Alameda test, 
it was agreed, was a success. This was to study the feasibility. We 
have done it. That was the purpose of it. It has been a success and 
the very purpose—and incidentally, I again emphasize “priority 
study” shall be given. 

It just doesn’t make sense to me. 

Mr. Fosrer. Priority study was given. We have run the test. The 
Alameda test was successful. We do intend to use Alameda as a single 
distributing point. That does not, however, of itself indicate that 
we shall use that particular place for the whole country. In fact, 
the very test itself indicated to us we need more. 


26665—53 9 
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Mr. Curtis. I don’t want to argue with you, but I am afraid you 
are not directing your attention to this directive. It says “single de- 
partment responsibility.” We are not talking about one depot. We 
are talking about single department responsibility, if you please. 

That doesn’t have anything to do with having one depot run by 
ene of the services in Alameda, another one of the services running 
another depot there. That is not single department responsibility. 1 
think you must agree. 

Mr. Fosrer. Always the question is to determine what is the effec- 
tive and economical way to do it. Out of that test we come to the 
conclusion that we should have more than one depot and we should 
use the facilities that are in existence to the fullest extent. 

Mr. Curtis. The Alameda test then is not feasible. In other words, 
the answer to your study, under this directive, is that this is not feasible 
to assign to a single military department the responsibility for pro- 
curement, distribution, including depot storage, for a class of com- 
mon-use items, with specific reference to medical supplies ¢ 

Mr. Fosrer. That is correct. 

Mr. CURTIS. I Call read it only one way, that you say it is not a 
success then. 

Mr. Fosrer. I say it is a success. Alameda did demonstrate that it 
was effective as a single distribution point for that area. 

Mr. Curtis. Let me hand this down to you, sir, so that you can read 
it. I hate to be insistent. ‘Those words mean something to me. I 
have underlined the reference. 

Mr. Fosrer. You said priority study shall be given to the feasibility. 
We come out and say it is more feasible to do it the other way after 
this stucly. 

Mr. Curtis. Read further. The feasibility sig’ a single department, 
not one depot here and one depot there run by different services. 
Single department. 

You have come up with the answer that the Alameda test reveals 
that a single department is not feasible. That isn’t the way I read 
the Alameda test, and what I have heard of the success of it. 

Mr. Fosrrr. We have come up with the conclusion, as I have said, 
Mr. Curtis, that the most economic and effective way to do this job is 
to retain Alameda as a single distribution center for the Pacific coast, 
and the Far East. 

We have further come up with the conclusion that it is more effee- 
tive and economic to use other distribution dlepots, perhaps under other 
services, for other areas, geographic areas around the world. There 
is nothing in this—— 

Mr. Curris. Isn’t my statement true, then, that your conclusion is 
that the test has not been successful ? 

What you are now telling the committee is that, in view of the 
Alameda test single department distribution, and its handling of the 
depots, is not feasible ? 

Mr. Fosrer. That is correct. This does not say that you necessarily 


have todothat. This says that you—— 
Mr. Bonner. Just a minute. Weare clear on this point, Mr. Secre- 
tary. At this point in the record, will you include evidence showing 


vi hy vou have changed from the directive of the Secret: ry of Defense ? 
Mr. Fosrer. May I correct that question? This is not a directive 
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of the Secretary that we shall start single department procurement, 
distribution, and depot storage. 

Mr. Bonner. It is that a study would be made for that purpose. 

Mr. Fosrer. That is correct; that priority study shall be given to 
the feasibility of—— 

Mr. Bonner. Just put it in the record. 

(A Summary of the Alameda Medical Supply Test follows :) 


ALAMEDA Mepicat Suppiy TEs! 


In the opinion of the Department of Defense, the recent test conducted at the 
Alameda Medical Center was a success and has demonstrated the feasibility of 
assigning to a single military department the responsibility for local procure 
ment, distribution, and maintenance of medical supplies and equipment in the 
West coast area, The test did not prove or disprove the feasibility of a Nation 
wide single service distribution assignment. 

The Alameda test was a part of the over-all study of medical and dental supply 
systems which is now under way and which is expected to be finalized shortly 
The final decision will be based on the findings with respect to the Alameda test 
and other important considerations. 

The provisions with respect to the Secretary of Defense’s directive of July 17, 
1951, which provides in paragraph 5 (c) thereof that priority study shall be given 
to the feasibility of assigning to a single military department responsibility for 
procurement and distribution, including depot storage and issue for classes, com 
mon items of supply and equipment and depot maintenance of such equipment, as 
well as previous testimony given on this subject by departmental representatives 
are not believed to imply anything more than that the feasibility of single service 
distribution assignment will be determined. [Italics supplied.| While such 
single service distribution assignment may turn out to be “feasible,” no deter 
mination has been made and, as indicated in my testimony, it is quite possible that 
the decision will be adverse to such an assignment. 

A military supply system-must be geared to meet wartime demands. Whether 
a single service can adequately distribute medical supplies to all services in war 
time is probably the most critical question to be resolved. Whether a single 
service distribution assignment will permit the most economical use of trained 
personnel is another serious question. The final decision will be reached only 
after the most careful evaluation of all the factors involved. 


REDUCTION IN STOCK LEVELS 


Mr. Bonner. Can you cite where stock levels have been reduced as 
a result of the O'Mahoney amendment? We have been advised that 
the Army has lowered its stock level of coffee. Has the Navy done 
likewise? And are there any ot her examples / , 

Mr. FOSTER. We will supply the examples for the record. There 
have been several examples. 

Mr. Bonner. You don’t know of them offhand ? 

Mr. Foster. No,sir. Mr. Garlock may know of them. 

Mr. Garnock. In the review of the 1954 budget there were several 
instances where we reduced the stock levels one or more months in all 
or in one of the military departments. We will put several examples 
in the record. 

(The examples are as follows:) 


EXAMPLES OF REDUCTIONS OF PEACETIME OPERATING SupPLY LEVELS APPLIED TO 
Fiscal YEAR 1954 BupgGet 


REDUCTION OF STOCK LEVELS 
lL. Army ordnance Investment requirement in stock on hand and on order 


were reduced from 16 months to 12 months. The latter level is composed of a 
3d-month stockage objective and a 9-month on-order requirement. This reduction 
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resulted in a monetary reduction of $200,000,000 in the Army Maintenance and 
Operation |-udget for fiscal year 1954. 

2. Navy ships parts.—Investment requirements in stocks on hand and on order 
were reduced from 21 months to 15 months, a 6 months stockage objective and 
a 9-month on order requirement. This action resulted in a monetary reduction 
of $30,000,000 in the Navy Ships and Facilities budget for fiscal year 1954. 

3. Navy aircraft parts and minor equipment inventorics.—Investment require- 
ments in stock levels on hand were reduced from a 9-month average to a 744-month 
average. On hand levels are indicated only since on-order requirements vary by 
a of material. This action resulted in monetary reductions of $48,000,000 in 
the Navy aircraft and facilities budget, fiscal year 1954. 

4. Army engineer general supplies —Additional investment of $106,000,000 was 
reduced to $47,000,000 as a result of requirements and inventory analysis. It 
was found that by consideration of world-wide inventories, application of supply 
management principles in the calculation of stock levels and the consideration 
of recoverable assets, that this reduction could be made without impairing the 
program objectives of the Army. 

5. Coffee——Action has been taken to reduce the maximum stock levels of green 
coffee beans from 135 days to a level not to exceed 120 days. The procurement 
of green coffee beans has been curtailed to bring Army and Navy stock levels 
in accordance with the above. 

6. Each of the services is taking aggressive action to effect the maximum pos- 
sible use of distributive facilities of industrial sources and the institution of 
direct shipment from vendor to user wherever possible. These programs are 
directed toward reduction of stock levels to a minimum level commensuate with 
operating efficiency. 

Mr. Meaper. May I ask a question, Mr. Chairman, on the matter 
of the directive for a moment ? 

Mr. Bonner. Yes, sir. 


AIR FORCE DEPENDS UPON ARMY FOR MEDICAL SUPPLIES 


Mr. Meaper. Mr. Secretary, do I understand that as of today the 
Air Force has any medical supplies of its own, or has it been and is it 
now dependent upon the Army for medical supplies ? 

Mr. Foster. They distribute some. They do not procure any. 

Mr. Meaper. They do not have any Air Force medical supply 
depots? They depend on the Army medical depots for their supply ¢ 

Mr. Fosrer. For their major distribution. But in their base set-up, 
in the field set-up, they have 

Mr. Meaper. Lunderstand that. But as far as depots are concerned, 
there is no Air Force medical depot. 

Mr. Foster. That is correct. 

Mr. Meaper. Under the interpretation you have placed on this 
directive, and in which sense you said the Alameda experiment was 
successful, it is conceivable that the Air Force will now establish its 
own medical supply depots, isn’t it ? 

Mr. Foster. It is possible that where they have a major operation 
in which they have all the activities which go with a major area supply 
system, such as north Africa, they might establish a medical depot 
for that area. It has not been decided. They might. 

Mr. Meaper. Then, under your interpretation, precisely the thing 
that the subcommittee was trying to stop is going forward at a more 
rapid pace. Isn’t that true? 

Mr. Foster. No,sir. No,sir. It would not be a duplication of the 
depot. 

Mr. Meaper. No; but it would be a duplication of the function in a 
different service which had not had that function before. 








ores 
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Mr. Foster. That is possible. That might be the most economic 
way to do it because of the support functions in that area. 

Mr. Meaver. In other words, if that is the position of the Depart- 
ment, it seems to me it is exactly contrary to the intention of Con- 
gress, as expressed in the O’Mahoney rider to the appropriation bill. 

Do you agree with me? 

Mr. Foster. No, sir; I don’t. The O’Mahoney amendment is to 
eliminate overlapping functions, to set up an effective, economic, prac- 
tical supply system. 

Mr. Meaver. Here you are going to create in the Air Force a depart- 
ment which has not existed before, name ly, a medical supply depart- 
ment, and you are going to do it on a geogr: iphic ‘al basis because the 
Air Force has predomina int forces in north Africa or Europe. There- 
fore, on a geographical basis, they will supply the other two services 
in that area. In doing so you are creating a function in the Depart- 
ment of the Air Force which has not heretofore existed, and for which 
they have relied on Army service. 

Mr. Fosrer. Not a medical supply department, sir. That is where 
I would disagree with you. This would be perhaps a distribution 
depot to take care of an immediate geographic area, dependent, how- 
ever, on other supply activities, and not a duplication thereof. 

It makes a new function, perhaps, at that particular field or com- 
mand, but it is not a duplication—— 

Mr. Meaper. Then the Air Force will have to train its own people. 
It will never take the Army’s people. They are going to have to set 
up their own medical supply depot system in order that in one geo- 
graphic area they can be the ones that will make the distribution of 
medical supplies. 

Mr. Foster. That would be a danger, of course. That is not neces- 
sarily so. It is perfectly possible to take the Army trained people 
to operate in a joint activity under the Air Force cognizance. That 
is done in a number of other areas. 

The Air Force trains a lot of Army pilots, you see. 

Mr. Meaper. The kind of thing you are talking about is already in 
existence. Isn't that true? 

In Okinawa, for example, you have this one service supplying the 
other. 

Mr. Foster. That is correct. 

Mr. Mreaper. Wherever there are small Navy detachments, wherever 
there is a large Army troop concentration, the Navy depends on the 
Army for its stores. 

Mr. Foster, That is correct. 

Mr. Meaper. What you are talking about is nothing new at all. 
But in using that principle, you are going exactly in the contr: Ur’y 
direction from what Congress had in mind when it said, “Let's stop 
this business of duplicating services and supplies which are common. 

Mr. Fosrer. I don’t think so, sir, with all due respect. I think that 
if you set up a new Air Force activity in an area, it may well be that 
you will have to set up new functions to support that if there are no 
Army or Navy supply functions such as in Okinawa, as an example. 

By the same token, if in England, as it is, the Air Force is the 
dominant service, I think it might well be appropriate that the Air 
Force would supply to the Army and to the Navy a number of the 
things which they need in the common-use items. 
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That would not be duplication as I see it. Because it does not 
overlap anything now in existence. If it were, we would of course 
be against it in line with the instructions of Congress. But we are 
‘hanging our set-ups around the world and where we can consolidate, 
we believe we shoul | consolidate. 

This is an attempt at consolidation and the elimination of duplica- 
tion in terms of real estate, of buildings, and of personnel. 

Again I must say that this is speculation because I do not know 
that in north Africa we will set up a medical depot under the Air 
Force. I raise it, however, as a possibility if that seems to be the most 
effective and economic way to do it. 

Mr. Bonner. Mr. Hotfman ? 

Mr. Horrman. Then if in area A you had more Army men than 
you had Navy men, the Army would have charge of the stoc kpile. 

Mr. Foster. They were truly the dominant service, yes. That 
would be the direction in which we would move. 

Mr. Horrman. Then if they moved out and the Navy moved 
would you switch ¢ 

Mr. Fosrer. That very infrequently happens. It might well be if 
the entire Army activity were removed, it might be necessary to sup- 
plant that with Navy personnel. 

Mr. Horrman. If that policy was follo wed abroad under this bill, 
we would pay the transportation of all of those over there, their 
families and goods back here. And the transportation of those who 
we re going. 

Mr. Fosrrer. That would be possible if the basic strategic and tacti- 
cal requirements were that we were to remove the Army and leave 
the Navy. That might be one of the expenses of war. 

Mr. Curtis. Yet if you had a single department responsibility, you 
wouldn’t have that, nor would you have your duplication of per- 
sonnel. I think Secretary Lovett knew what the Congress wanted, 
and that is what he put in his directive. 

I have heard nothing specific as to where the Alameda test revealed 
that it was not feasible to put it under a single department. I appre- 
ciate you are going to supply it, but I wonder if you could give us the 
benefit now of where the Alameda test showed that it was not feasible 
to have it under one department responsibility, not this business of set- 
ting up a depot here euketinp Navy and a depot there under the Army, 
which isn’t unification, and I think anyone who called that unification 
would not use the term properly. 

It is triplication. I wonder if you could supply anything in the 
Alameda test that revealed that was not feasible to have it under 
single department responsibility ¢ 

Mr. Fosrrr. Yes, sir; we will supply it for the record. 

Mr. Curtis. You have nothing here. 

Mr. Fosrer. No, sir; I have no immediate information on it. I 
know that it covers the one area, that is, where the test was run. We 
know we are going to have to have other depots if we go to other 
services. It is consistent with 4000.8 through the utilization of activi- 
ties now in existence, rather than setting up new ones. 

Contrary to the feeling that that is a duplication, we believe that 
is a utilization of what we have which I believe is what you gentlemen 
are interested in. 


Mr. Bonner. Mr. Ward? 
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Mr. Warp. Mr. rem ary, in that hypothetical case in north Africa, 
where would the Air Force get its medical supplies in the zone of 
the interior ? 

Mr. Fosrer. The y might get it from a depot which under the new 
system would be set up at Charleston or New Orleans, or one of those 
prese ntly existing depots which would be expanded to t: ake care of the 
joint requirements. 


BASE DEPOTS IN ZONE OF THE INTERIOR 


Mr. Warp. At the present, from Army or Navy depots in the United 
States. Then if the Air Force had another assignment in Alaska, 
they would probably get medical supplies from Alameda on the west 
coast ¢ 

Mr. Fosrrr. That is correct. 

Mr. Warp. Wouldn't it be better if all drew upon a common system 
in the United States for all theaters rather than from the Army in 
one case, the Navy in another, and the Air Force in still another ? 

Mr. Fosrer. You mean a joint system throughout ? 

Mr. Warp. Yes; in the ZI. The point that Mr. Bonner and Mr. 
Curtis have been making about having a single departmental system 
for these common items in the ZI. 

Mr. Fosrer. We have a single procurement set-up; this is purely 
distribution we are talking about. 

Mr. Warp. I am talking about distribution. Wouldn’t it be better 
from the theater’s point of view to order from a single medical system 
with uniform forms, procedures, and so forth, in the United States 
rather than from two or three systems? 

Mr. Fosrer. I don’t think they would be ordering from two sys- 
tems. They would order from the depot at Alameda, which is a joint 
operation to supply the Army, the Navy, and the Air Force, and the 
lar East, as well as Alaska. 

Mr. Warp. The Air Force would need different forms and pro- 
cedures when they ordered on the Army depot than they would on a 
Navy depot or an Air Force depot? 

Mr. Foster. No. This will be—the reason for the delay of putting 
this into operation is that this will become, in that regard, a uniform 
common system as far as the requisitions go. It will, however, come 
from depots which may be operated by the Army, the Navy, or the 
Air Force. 

Mr. Warp. Will you have different supply demand control points 
for the three or two depot systems, Army and Navy? 

Mr. Foster. No. That would be a single supply, I would think. 

Mr. Gartock. Mr. Ward, you are asking us for answers to ques- 
tions that we have not resolved yet. These questions that you are ask- 
ing are problems that we have to work with in the next 7 months in 
getting this system in operation by next July. 

Mr. Warp. You haven’t figured that out ? 

Mr. Gartock. We haven’t figured out all the answers. If we had 
all the answers it would probably go into effect by the Ist of January. 

Mr. Warp. You haven’t considered whether you would have one, 
two, or three supply control points. 

Mr. Gartock. I don’t think that that has been finally settled, just 
as it has not been settled that the Air Force will or will not have 
depots. 
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Mr. Horrman. What percentage of the personnel that would be 
charged with putting these oisnmneaiations of the Secretary into 
effect, would remain after January? The only reason I ask that is 
because there is no use of arguing with these gentlemen if they are 
not going to be there. If they are, fine. 

Mr. Foster. I will not be there: that is one. 

Mr. Horrman. I mean down below, who do the work. Pardon the 
expression, I don’t mean that you don’t do any work, but the fellows 
who do the other work, the hand labor, let us say. 

Mr. Fosrer. I assume that the Civil Service will retain all of its 
personnel in our Department. I assume that all of the military career 
will do so. 

Mr. Horrman. How many ? 


TWENTY-TWO PRESIDENTIAL APPOINTMENTS IN DEPARTMENT OF DEFENSE 


Mr. Fosrrr. There are 22 Presidential appointments in the Depart 
ment of Defense. How many of those stay I have no idea. I can only 
speak for two. 

Mr. Horrman. If the Secretary of Defense goes along with the 
same idea Mr. Lovett has, in fact put it into effect, will he have to 
convince the gentlemen below those 22 ¢ 

Mr. Foster. There is no inconsistency in Mr. Lovett’s directive and 
what I have been telling you this afternoon. 

Mr. HorrMan. I gathered from what my colleagues—— 

Mr. Foster. Not the slightest inconsistency. So there is no need of 
convincing anybody under me or anybody else. This is a priority 
study to see what can be done. We are looking at what can be done. 
Everybody has agreed that this is the way to do it, including Mr. 
Lovett. 

The idea that this is inconsistent is just not so. 

Mr. Horrman. These lower grades who will stay there and who 
really do the work; they will go along with this? 

Mr. Fosrer. I will argue with you on who does the work, Mr. Hoff- 
man, but I won’t argue with you here. 

Mr. Horrman. I mean most of the work. I mean hand labor. 

Mr. Fosrer. Numerically; yes. They will remain. 

Mr. Bonner. Mr. Kennedy would like to ask one question, 


INFLUENCE OF LEGAL STAFF ON DEVELOPMENT OF REGULATIONS 


Mr. Krennepy. I would like to know, Mr. Secretary, in the deve ‘lop- 
ment of the regulations under section 638, what is the function of. the 
responsibility of, for instance, the Chairman of the Munitions Board 
as against that of the office of the general counsel in the development 
of these regulations. 

Also in the same area, what do you feel is the responsibility of the 
comptroller of the Department ? } 

Mr. Fosrer. Regulations were developed by all branches of the 
Office of the Secretary, including the general counsel, comptroller, 
Chairman of the Munitions Board, the Assistant Secret; iry for Man- 
power and Personnel. The assignment of responsibility for the im- 
plementation is set forth in 4000.9. 
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There are some areas in which the comptroller and the Munitions 
Board have somewhat of an overlap of responsibility which is worked 
out by consultation as between those two offices. 

Mr. Kennepy. Do you feel that there is anything inconsistent with 
the policy as enunciated by the comptroller as against that of the 
Chairman of the Munitions Board in this area? 

Mr. Fosrer. Not at all. There is complete agreement on the regu- 
lations and the implementation. They are working together as a 
well-geared team in getting this thing done. 

Mr. Kennepy. Do you feel that there is any undue emphasis placed 
in the office of the comptrolle ror that of the general counsel as against 
that of the Chairman of the Munitions Board ? 

Mr. Foster. No. 


MACHITNE-TOOL RESERVE 


Mr. Bonner. Mr. Secretary, it has been noted that a proposal 
under way to create a billion-dollar reserve in machine tools. In 
your opinion, is there an adequate inventory of all machine tools that 
the services now own? 

Mr. Foster. I believe, sir, that that is the Office of Defense Mobiliza- 
tion. I think that is Mr. Fowler’s pronouncement. We have in our 
new budget asked for a certain amount of funds for the establishment 
of some facilities in the machine-tool reserve in the very-hard-to-get 
long-lead items. That has not yet come up to the Congress, and no 
amount has been publicly stated for that purpose. 

But this billion-dollar reserve is not ours, I am informed. 

Mr. Bonner. It is not in the Secretary of Defense’s office ? 

Mr. Foster. No, sir. 

Mr. Bonner. Do you think that such an important mobilization of 
tools should be centrally controlled and allocated by the Office of the 
Secretary of Defense, rather than individually by the departments ? 

Mr. Foster. I can respond to that by saying that, in this major fund 
which we are requesting, we are leaving the distribution of that total 
in the Office of the Secretary of Defense. 


OVER-ALL CONTROL OF COMMON ITEMS 


Mr. Bonner. Paragraph C-1, regulation 4000.8, indicates that there 
should be a single supply and inventory point for each specific cate- 
gory of items in each military service. 

What is planned with respect to over-all control of common items 
used by all the services’ For example, why should there be more 
than one control point for coffee when it is all bought by the Quarter 
master and may be subject to unified distribution. 

The same applies to medical, machine tools, and other items. 

Mr. Fosrer. Where it is bought by one service, Mr. Chairman, it 
will have one single supply and inventory point. 

Mr. Bonner. All these items? 

Mr. Foster. I don’t know whether coffee is bought by one service 
or not. If it is, it will have a single supply inventory. If not, it will 
not. 

Mr. Bonner. We have gone into the medical supply. I don’t want 
to belabor it any more. 
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From what we hear, it will not be so with the medical, 
Mr. Fosrrer. The other items will. I am not familiar with coffee. 


AMENDMENT OF THE SEPARATELY ADMINISTERED PROVISION OF NATIONAL 
SECURITY ACT 


Mr. Bonner. Do you feel that the National Security Act should 
be amended with respect to the provisions that each department will 
be separately administered 

Mr. Foster. That is a basic question, as you understand, Mr. Chair- 
man. There were many days when I would like to have it, but I think 
fundamentally, perhaps no. I think that there is great virtue in the 
retention of the virtues of individual services. I think that in this 
kind of set-up you do get more vitality, more vigor, perhaps, in the 
development of some items. 

I think that if they were administered by any one top man, no 
matter how brilliant he may be, I don’t think that you can possibly 
do it in a way that retains all of those virtues. This operation, sir, 
is of a magnitude that even the sophisticated committees of Congress 
ure not entirely familiar with. 

It sounds simple to make single individual decisions in a lot of 
these areas. I can assure you, as I said to Mr. Meader, that it is not 
as simple as that in all cases. I think a separate administration, with 
certain amendments to make sure that you can get integration when 
it is essential, probably should be preserved. 

Mr. Bonner. This is with respect to noncombatant items. 

Mr. Fosrer. Even with respect to noncombatant items, which is a 
hard definition to apply because sometimes even coffee gets to be a 
combatant item: even on noncombatant items there is great virtue in 
a certain amount of decentralization. 

I think that the separate administration does lead to the attraction, 
as Mr. Lovett said in June, of better pe ople to administer the se parate 
departments. If you have only a top centralized direction, it perhaps 
vould be harder to attract that kind of ability. 

Therefore, it is a broad question, as I said, and T can only speak 
from my personal experience and my personal judgment on it. I 
think that there is virtue in maintaining a separate administration 
with some amendment in some areas, and perhaps the procurement 
of coffee might be one of them. 


PETROLEUM INSPECTION 


Mr. Bonner. Has the duplication of inspection of petroleum prod- 
ucts been corrected ? 

Mr. Fosrer. Yes, sir; it has. It has become effective already in the 
Texas area, which is the major area, and I think that it will be com- 
pletely effective within a matter of days. (See p. 56.) 


UNDER SECRETARY FOR SUPPLY 


Mr. Bonner. Again, to go back to our conference with General 
Eisenhower. General Eisenhower informed the subcommittee that 
he pes ferred giving the Secretary of Defense all-out authority so that 
he could then create the office of Assistant or U nder Secretary of 
Defense for Supply by delegated authority. 
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Do you favor this solution, or the one advocated by H. R. 8130, 
which will set up such a position by legislative enactment ¢ 


CHAIRMAN OF MUNITIONS BOARD NEEDS MORE AUTHORITY 


Mr. Foster. Mr. Chairman, we have all been in agreement that the 
man who has the responsibility for procurement, presently the Chair- 
man of the Munitions Board, should have more authority. 

Many of the steps that we have taken in the last several months 
have led to that increase in authority, giving him the power of de- 
cision and removing him from a committee which perhaps was a com- 
mittee of partisans “for a particular service. 

Whether it is better to put 7 at in the hands of a single man, an 
Assistant Secretary of Defense, I don’t think that an U nder Secretary 
of Defense for Procurement is quite the proper term, but I think that 
for psychological reasons there might well be some virtue in having 
an Assistant Secretary of Defense for Procurement. 

I think his job is an important one. I think that that would allow 
him perhs aps to psychologically move ahead on the basis of these dele- 
gated authorities which the Chairman of the Munitions Board now 
has. I think it depends pretty largely on the man that you have to do 
this, and on the support which he gets from the rest of the team. 

The title would be perhaps a good one in \ iew of some of the history 
of the past where the old Chairman of the Board, coming from the 
Joint Army-Navy Production Board, had little original power. This 
might make a clean break from that past tradition. 

But as far as the ability to do the job goes, as far as the support from 
the Secretary goes, the Chairman of the Munitions Board under the 
present set-ups, and within the limitations of the statute, can move 
ahead to accomplish what a man can in that position, assuming that 
he is not going to be the operating buyer of everything for the three 
services. 

I think that he should not be the operating buyer of everything for 
the three services because, as I said about some of the other activities in 
the Department, I think that you get better people and better results by 
a decentralization to some extent in that field. 

Mr. Bonner. Do I understand that you would be in sympethy to 
the creation of the Under Secret: ry of Defense for Supp ly | V dele- 
gated authority, rather than by legislative action ? 

Mr. Foster. I am not sure I would go that far. 

Mr. Bonner. Would you rather elevate the Chairman of the Mu- 
nitions Board of this type of position ? 

Mr. Fosrer. No, sir; { did not say that. 

This is a very difficult question. As you know, there are many 
opinions on it. I think there would be some virtue at some point— 
and perhaps the new Congress is the point—in having a new title for 
the man who has the functions which the Chairman of the Muni- 
tions Board now has by delegation; and that, of course, would require 
legislation. 

I think that, whoever that man is, his major authority should prob- 
ably come by a delegation from the Secretary of that part of the 
Secretary’s authority which is necess: iry to get the job done. 

I do not think that that man should be the operating head who gives 
all the operating instructions and orders to the procurement people 
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and the supply people in the three services. I think that is almost 
beyond the capabilities of any single human being. 


NEED FOR INTEGRATED POLICIES 


I think, therefore, that you do want integrated policies. I think 
that you do want to move in the directions which have been set forth 
in 4000.8. I think with that charter, with those objectives, with the 
delegated authority from the Secretary, plus, perhaps, auspicious psy- 
chological effect of a new title for this fellow, that you would have 
about what you need to do the job. 


UNIFICATION OF PROGRAMS IN FOREIGN COUNTRIES 


Mr. Bonner. In your experience as Administrator of ECA and 
Deputy Secretary of Defense, what can be done to further unify Gov- 
ernment programs at the country level in such places as Greece, France, 
England, and so forth? 

Mr. Fosrer. I think we moved a long way, either between or during 
the last months of my previous assignment and the early months of 
this. I think that the Congress in the MSA act did set forth a way 
in which you had integrated operations in these countries. 

I think that in some of the countries we have, under present circum- 
stances, perhaps too many people. I think that the elimination of 
some of those people might lead to better integration. I think that 
the excess number of people are a natural development in that in the 
early days we had to work with the military forces; we had to plan; 
we had to inspect; we had to train; we had to do a lot of things, many 
of which we moved on with. 

I think it was always the conception of those of us having to do 
with this problem that this would be a diminishing activity on the part 
of the United States Government. How rapidly the diminution is, I 
am not prepared to say because that particular part of the joint ac- 
tivity is one that I do not come in contact with as much as I used to. 


USE OF COUNTRY TEAMS 


I think that the country team, so-called, consisting of the Ambas- 
sador, the head of the MS: A mission, the head of the MAG, is a way to 
get integration, is a way in which to get appropriate United States 
policies and procedures and interests furthered in that country. 

That team and the team in Paris under Ambassador Draper, who is 
the unified man having the military, the economic and the State De- 
partment function under him, I think that that, too, leads to an 
improvement and a method of furthering this responsibility we still 
have. 

TIME TO LOOK AT FUNCTIONS 


So that I think the basic legislation is adequate. I think the work- 
ing rules that have been worked out are reasonably sound. I think it 
is a time to take a look at the functions that e: ich of the components 
are performing with a view, perhaps, to minimizing some of those 
functions. 

I know that there are new functions they have to pick up in some 
of the countries, not Greece; and I think, therefore, that they are in 
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a state of flux and that that has been done to a considerable extent by 
the pases now in charge. 

There has been a substantial reduction in many of the missions. I 
think that that is progressing, and I assume under the new administra- 
tion it will proceed still further 


JOINT CHIEFS OF STAFF SET-UP NEEDS CHANGING 


Mr. Bonner. Do you think any change should be made in the Joint 
Chiefs of Staff set- -up! 

Mr. Foster. Yes, sir; Ido. Jama little hesitant to go muc ‘h further 
with that in view of the Secretar y’s report to the President, which, of 
course, we discussed at considerable length jointly. 


JOINT CHIEFS OF STAFF RELATIONSHIPS REQUIRE CHANGE 


I do think there is the necessity of clarifying the relationships of 
the Joint Chiefs, perhaps the structure of the Joint Chiefs; the rela- 
tionships of the Joint Chiefs with the Secretary, with the Secretaries 
of the military Departments, and perhaps with the NSC and the 
President even. 

I think if I go much bevond that, sir, I might be anticipating some 
comments which we have made in confidence to the President. 

Mr. Bonner. And that at the present time is confidential ? 

Mr. Foster. It is. 


OUTDOOR STORAGE OF EQUIPMENT 


Mr. Bonner. How much equipment do you anticipate will be stored 
out of doors during the next year when it should be under cover? I 
ask this because the Navy representatives have indicated that they 
have a great deal of equipment and supplies angie in this unsatis- 
factory manner. (See Navy statement, pp. 277-2 Field Confer 
ences on Federal Supply Management, Part III; see ae p. 241.) 

Mr. Foster. I will be happy to provide some guess on that for the 
record, but I think that will be a very difficult figure to get. I know 
that we have substantial amounts of equipment stored outdoors around 
the world. I have seen a good deal of it within the last 60 days. I 
went around the world. But that is quite a request, sir. We will just 
have to do our best on that one. 

Mr. Bonner. Could you supply an answer / 

Mr. Foster. Yes, sir. 


(The material referred to is as follows :) 
SUBSTANDARD STORAGE OF EQUIPMENT AND SUPPLIES 


Because of the 12-day deadline we can give only an estimate as to the volume 
(world-wide) of substandard storage of military equipment and supplies. The 
Department of the Army has indicated that, upon completion’of a program of 
stock adjustment and from construction of storage facilities now under way, it 
will have less than 800,000 tons stored in substandard or inappropriate types 
of storage. 

The accomplishment of programs now under way to (@) identify and liquidate 
surplus stocks, (0) use “open end” and call-type contracts, (c) utilize direct 
shipment from vendors to users, and (d) enforce reduction of stocks to authorized 
stock levels will free enough storage space to permit the proper housing of 
material now inadequately protected in storage. It is concluded that the square 
footage of outside storage space presently used for Army materials which should 
be under cover is 1,800,000 square feet. 








132 _ FEDERAL SUPPLY MANAGEMENT 


The Navy estimates that there is presently 9,500,000 gross square feet of out- 
side storage being utilized for Navy materials which should be under cover, 
Definite determinations are complicated due to a lack of characterization of the 
types of materials involved as reflected by Navy Department records. Almost 
any category of material will be afforded greater protection if provided covered 
storage. However, the volume, composition, ete., of certain materials are such 
that the expense of placement in covered storage is not justified on an economical 
basis. It is concluded, therefore, that the square footage of outside storage space 
presently used for Navy material which should be under cover is approximately 
5,000,000 square feet, 

With respect to the Air Force, the latest available information is that in the 
zone of the interior the Air Force has, as a minimum, 300,000 tons of matériel 
stored outdoors which should be under closed storage. About 6,300,000 square 
feet of storage would be needed to meet this requirement. 


WAYS OF SAVING SPACE 


Mr. Bonner. Do you not feel that we should consolidate storage 
and distribution operations as soon as possible in order to make more 
space available? This is particularly true of common administra- 
tive supplies and such things as medical, subsistence. 

Mr. Foster. Yes, sir. I think there is a need of definite progress 
in that area in some of those fields. As you undoubtedly have seen, 
we have.arrived at a joint agreement with the Bureau of the Budget 
and GSA. I refer to office furniture and similar common-use items 
which are used not only by the military but by the civilian govern- 
mental agencies as well. 

In the military field and the medical and subsistence I think that 
some of the things we discussed at length a little earlier here will lead 
to improvement in that regard. The answer to your question is “Yes; 
we should.” 

Mr. Bonner. Mr. Curtis? 

Mr. Curris. Mr. Secretary, I have one or two questions. One in 
regard to the question Mr. Bonner asked about the outdoor storage. 
You said there is a lot of it. You are referring, I presume, to the 
storage of things that should not be outdoors. Is that correct ? 

Mr. Fosrrer. Storage of things that perhaps would be better pro- 
tected if they were indoors, Mr. Curtis. 

Mr. Curtis. I wonder, Mr. Chairman, if what we would want is 
substandard storage; that is, storage that doesn’t meet the standards 
of the military. I think their standards permit certain things for 
outdoor storage. 

Mr. Foster. We have made do a lot of this equipment in a satis- 
factory manner, but what I referred to was that it could be a lot better 
and perhaps there would be less maintenance and painting if it were 
better. 

COMMERCIAL OR INDUSTRIAL-TYPE ACTIVITIES 


Mr. Curtis. I refer to a couple of items in Department of Defense 
Directive 4000.8, issued November 17, 1952, which I believe you issued 
as Acting Secretary of Defense. 

First, I want to ask a couple of questions on item B, which is com- 
mercial- and industrial-type facilities and the methods being used to 
determine what will be kept by the military and what will continue 
to be done, and also the standards to be set up for anything that the 
military organizations might go into. 
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STANDARD COST-ACCOUNTING METHODS 


I am familiar with your further comments on page 7 of your state- 
ment, where you mentioned Mr. Frank Creedon, Director of Installa- 
tions, who has been making these decisions. Has there been a stand- 
ard cost-accounting method set up whereby it is determined what the 
actual cost of the military operating a commercial-type enterprise is ? 
We found different standards when we made our inspections. I 
wonder if there is a standard accounting or cost system required now ¢ 

Mr. Foster. No, sir. The statement in the last sentence of B-1 is 
a statement of direction as to what they shall move toward. We are 
gradually setting up those methods—preparing a way to set them up. 
This was the first direction to the services that that kind of opera- 
tion, cost-accounting method, should be comparable to a commercial 
cost-accountine method. 


NEED FOB GOOD COST DATA 


Mr. Curris. I know that you agree with that. Without that it 
would be perfectly impossible to say whether private enterprise can 
do it cheaper, at less expense, and so forth. 

Mr. Fosrrr. That is right. We did in the coffee situation attempt 
to put in that particular set-up as a cost-accounting method which 
would be comparable. It is our thought that we will do it in ware- 
houses and bakeries and laundries and all the things that are outlined 
at the top. 


PERMISSION FOR ADDITIONAL COMMERCIAL-TYPE ACTIVITIES 


Mr. Curtis. If it — require any service going into a field in which 
they are not already in, requiring special permission “ey the Depart- 
ment of Defense, a that permission been granted in several cases 
since that directive ? 

Mr. Fosrer. I don’t know of any. That I think comes up to me for 
approval. I don’t know of any since that was issued in September. 

Mr. Curtis. If there are any would you supply it for the record ? 

Mr. Foster. Yes, sir. 

(The material referred to follows :) 


APPROVAL FOR THE ESTABLISHMENT OF COMMERCIAL-Type ACTIVITIES SINCE 4000.8 
Was ISSUED 


The Secretary of Defense has approved no facility in a new field for any 
service since issuance of Department of Defense Directive 4000.8. Mr. Creedon, 
Office of the Secretary of Defense, has approved and disapproved applications 
by the services to establish warehouses, repair shops, and so forth, after investi 
gation of the need and availability of commercial or other military facilities 
(see p. 16 of transcript). 


MACHINERY FOR COMMERCIAL ACTIVITIES 


Mr. Curtis. In your statement on page 7, this is really clarification : 
you referred to Mr. Creedon who has made a number of decisions 
approving or disapproving projects involving construction of ware- 
houses, repair shops, et cetera. How about buying machinery and i 
some instances very costly machinery to go into a commercial or tae. 
trial field. Does Mr. Creedon take cognizance of those or just build- 
ings? 
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Mr. Fosrer. No. He is the public works. The building part of 
it only. 

Mr. Curtis. Anyone who is his counterpart to review buying of 
costly equipme nt in order to go into commercial or industrial types? 

Mr. Fosrrr. That would come up of course in the budget requests 
and would be reviewed by the staff of the Comptroller, the Assistant 
Secretary of Defense Comptroller, because they would have to relate 
that to a new project in order to get it approved i in the budget. 


WOOD-PRESERVING PLANTS 


Mr. Curtis. I understand these things best by taking a sample case 
and running it through. I happen to have one, wood- preserving 
plants. (See p. 245.) 

The wood-preservative industry, the industry that is engaged in 
that, has complained to me that the military are going ahead and 
setting up their own wood-preserving plants when they maintain that 
they have ample facilities. I am mainly concerned about procedure 
in posing this. How, under your set-up, would the people in the 
wood-preservative industry go about presenting their case to the Sec- 
retary of Defense to prevent this? Or at least to present their case ? 
Who would they go to and what machinery is set up? 

Mr. Fosrer. They have been very active and there has been no 
question in that industry's case because I have received 8 or 10 letters 
on it, Mr. Curtis. That is, I believe, a Navy situation. 

I am familiar with the case. The machinery for that would have 
to be justified in the budget, and would be in the requirements review. 
One of the places we would catch it now would be in this new analysis 
and review board. However, the directive, the 4,000.8, with its refer- 
ence to these particular activities, also covers wood preserving which 
is something that you can get commercially. 

They must, therefore, in that field justify it in accordance with B-1. 


PROCEDURE FOR INDUSTRY APPEALS 


Mr. Curtis. The real question that [am interested in—and again 
I point out that I am using wood preservative as an example to run 
through the procedure—how would an industry go about presenting 
the case? For example, this wood preservative. They write letters 
to you. But has some formal system been set up whereby industry 
can come in to the military and point out—have a hearing indeed and 
point out where the military is engaged in a field of endeavor that they 
could handle themselves, or that the military is about to do? 

Mr. Fosrer. There is, of course, close coordination between us and 
NPA. They can do it through an industry advisory committee of 
NPA or goto Mr. Creedon, our Director of Installations. 

If it requires a building he, under this procedure, as I said in my 
statement, also checks with the trade associations. 

Mr. Curtis. That is what I am getting at. The word “check” with 
the trade associations could cover a multitude of procedures. Many 
of them could be ineffective. For example, in checking with the 
wood-preservative industry they checked apparently with the people 
who sold wood-preservative material that is used in it, but they didn’t 
check with the companies that actually did the work—the processors. 
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The people who are selling the materials, it didn’t matter much to 
them whether it was a Government plant that was buying their pre 
servative or industry. 

So it becomes very important, it seems to me, to be sure that we have 
got procedure that is known to industry whereby if they feel that they 
have a case where the *v can do the job better than the military is doing, 
that they can come in and present their case rather than to shop around 
as has been the case in this wood-preservative industry. 


MARKING INDUSTRY 


I might add, also in many others. I get these complaints as a 
member of the Small-Business Committee. I might give you another 
example, again as an illustration to show how difficult it is for industry 
to present their case, and how important it would seem to me to be for 
the Department of Defense to set up machinery whereby our industry 
could come in and show it. 

Take the stamping field. That is where they stamp parts—marking 
devices. I think there are about a thousand small companies in the 
country that are engaged in that business. As an industry they are 
very disturbed at the fact that the military all over are buying the 
same machinery which might cost just a few thousand dollars, and 
actually doing that work themselves. (See Field Conferences on 
Federal Supply Management, part IIT, section 2.) 

Their position is that it is a duplication of not buildings but duplica 
tion of machinery that they already have, and it is work that they 
could easily be doing themselves. 

My question is pointed to how does an industry, a small industry 
like that, go about presenting its case? There doesn’t seem to be, as 
near as I can see, any real machinery set up at present to implement 
the directive under what we are all trying to do, to get the military 
out of these fields and to keep them out of them where it would be 
more expensive. That is what I am concerned about. 

Mr. Foster. Certainly this is very clear. In setting our objectives 
we have a number of methods through which they can have their case 
heard. They can do it either through the Secretary of the military 
department, the Small-Business Division of the Munitions Board, « 
the Secretary himself. We get many letters to any one of those a 
We also have Armed Forces regional councils in each of the Federal 
Reserve districts. 

MILITARY SOCIALISM 


Mr. Curtis. It is nobody's specific job—as I thought it was Mr. 
Creedon’s—to take hold of this problem which I frankly call “mili- 
tary socialism,” to see what we can do about solving it. It is my per- 
sonal view that there is where billions of dollars are being unneces- 
sarily spent along the lines of “military socialism,” duplicating the 
processes in the manufacturing and commercial industries and facili- 
ties that we already have. 

There is no one who is specifically charged in the Department of 
Defense with that consideration, as I understand it. 

Mr. Foster. Yes, sir; Mr. Creedon is on facilities. Mr. Small would 


be on machinery. 
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Mr. Curris. Then Mr. Creedon would be. as far as the buildings are 
concerned, and Mr. Small would be the one on the Munitions Board. 

I will direct my questions to him, then, as to how that can be done 
under the Munitions Board. 

Mr. Foster. I would like to take one figure off those billions, too. 
[ don’t think it gets into billions in the competitive activity. 

Mr. Curris. That is a question of argument. I have gone into 
some of the appropriations and I would stick with my statement of 
billions. 

Mr. Fosrer. We haven’t gotten that much from the Congress for 
that purpose, Mr. Curtis. 

Mr. Curtis. These things are beautifully hidden, sir. Beautifully 
hidden. That is the thing that, incidentally, disturbs me. I think this 
is an excellent statement and an excellent beginning, setting out the 
purposes. But as far as carrying them out, I have seen too many ways 
of getting around fine directives and particularly in appropriations. 

Incidentally, while on that subject I will jump a little to page 8 of 
this 4000.8 to ask this question: In your procurement you set up the 
system of planned and balanced procurement. I am wondering what 
if anything—what attention and study has been made to try to get 
procurement away from its direct relations to appropriations, and 
the fact that appropriations expire on a certain fiscal date. This 
business of issuing contracts pell-mell at the last minute just to get 
them obligated, is that being specially considered in this procurement 
field? In my opinion there is where most of the foolish contracts and 
unrealistic contracts are written. 

Mr. Foster. I don’t quite see the reference on page 8, Mr. Curtis. 

Mr. Curtis. On page 8, that is the subject of production and pro 
curement. I am reading from the beginning of line 12: 

In doing so delivery and procurement of all items must be scheduled in a 
carefully planned manner 
and so forth. In other words, the idea of procuring and setting up 
vour contracts on that balanced basis. I am pointing out something 
that is pretty common knowledge in all the departments, and certainly 
is true in the Appropriat ions Committee of the Congress, this business 
of the fact that obligating funds is tied so directly into the appropri- 
ations procedure, and this desire to not come be fore the C ongress at 
the time of appropriations with unobligated fends, ane the unrealistic 
contracts that are written under pressure in getting the funds obli- 
fated. 

Indeed, we had testimony when the military procurement bill came 
up that a lot of these contracts were deobligated after the fatal date 
had passed. An unrealistic contract would be deobligated and funds 
reobligated in another fashion. That is my question, specifically 
directed to whether or not in this program and in this directive any 
attention, specific attention, is being paid to trying to get away from 
this system of tying your obligation of funds in with the fiscal date 
and the appropriation bills. 

It is a difficult problem. I am not casting blame. I am com- 
menting. 

Mr. Fosver. Yes, sir, there is a good deal being done. Of course 
the bulk of our procurement funds are no-year funds, so that the 
Department of Defense is not under the same compulsion that other 
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departments are to get everything obligated in June. We do, how- 
ever, in the setting up of our apportionments, require that—we put it 
quarter by quarter, and if they deobligate, as you indicate, in the next 
quarter, there is a penalty which makes them come up and explain it. 

In other words, we have thrown the spotlight on, starting with the 
first month of the new year, so that it can’t be hidden in a mass of 
obligations. The deobligation comes up before they can get that 
money for any new obligation quarter by quarter. 

They have to make a full explanation to the Office of the Secretary 
of Defense. So we are taking the mechanical step which at least will 
put a little pressure on that. That will not, as you indicated, eliminate 
it in those situations where they feel the hot breath of the end of the 
period on the back of their neck. But it will cut it down some. I 
don't think in the Department of Defense, except perhaps in the 
MDAP part of the obligations, that that is as substantial percentage- 
Wise as it is in some other departments. 


SUPPLEMENTAL HEARINGS 


Mr. Currts. I wish I had with me the supplemental committee 
hearings of the House Subcommittee on Appropriations on the mili- 
tary appropriation bill that had to do with obligation of funds under 
these contracts where, partly at my request, the committee called back 
the various representatives of the Defense Department to point out 
wherein these unobligated funds and obligated ones actually existed. 


S$200.,000.,000 ERROR 


I think we found an error, when we inquired into the detailed re- 
porting, an error of about $200,000,000. It just seemed to be arith- 
metic. I would like to supply that to you just for your comment in 
writing later. 

I have two other relatively minor questions. On page 9, under 
“X,” supply system expansion prohibited, reading: “No additional 
independent or expanded supp ly facilities for common use shall be 
created without prior approval,” I was wondering about that. The 
word “facility” would not include personnel. I wonder whether that 
indeed wouldn't be a feature that should be added, “no additional or 
indepenent expanded facilities, including personnel.” That is an- 
other way that these things can be expanded without control. 

Or would you interpret the word “facility” to include personnel ? 

Mr. Fosrrer. No; I wouldn't because I think it would be taking a 
responsibility that I am not sure we could discharge if we attempted 
to limit completely the shifting of personnel within a theater. 

For instance, or within supply versus perhaps procurement. | 
think that that is an adjustment that would hi ave to be done at a lower 
level than the Secretary of Defense to have really significant effect. 
Of course there is a control on personnel in the over-all which does 
prevent their shifting them too much into this kind of thing, assuming 
that they are busy at what they are now working at. 

I think the over-all control is the only one, as far as actual personnel 
goes, that would be really capable of effective discharge by the Office 
of Secret: ary of Defense. I think we have here in the words “no addi 
tional independent or expanded supply facilities” an adequate control. 
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You might have to put in 10 extra men to get a particular lot of stuff 
out for some combat or other use. 

I don’t think it ought to come up to the Secretary in that regard. 

Mr. Curris. I ean see that. I can also see where they can actually 
undertake a new service without actually needing facilities, other than 
paper and typewriters. 

Mr. Fosrer. The main thing this does is establish a state of mind. 
ee must come in the cooperation of the departmental people 
in carrying this out. If we don’t have that I don’t think an attempt 
toc sentient that sort of detailed operating decision would further affect 
the job. 

Mr. Curtis. One final question. Of course, a lot of this limitation 
is confined, and rightly so, to what we call common use or standard 
stock items. 


EXPANSION OF COMMON-USE ITEM CLASSIFICATION 


What is being done to expand the common use and standard stock 
classification to items that properly should be in there? Our com 
mittee has felt that there are a great many items that are not classified 
as common use and standard stock items, and indeed that is one way 
where an organization that didn’t want to come under these directives 
could get away from them by holding back on having these items 
declared common use and standard stock supply items. 

I wonder what is being done to increase that classification. 

Mr. Fosrrer. First, I would like to see this done and done well. 

Mr. Curtis. That applies to those that are now listed that way ‘ 
Mr. Foster. Yes, sir. I think that as that is done, it is my belief 
that it will be found that that is more effective from the viewpoint 
of the services as well. I think that as this is done and done well you 
may therefore get an inner urge from these people to expand it to 

more of the items. 

However, if we can accomplish what is in 4000.8, I think that you 
gentlemen can be very proud, and I think it will be a magnificent 
achievement. 

Mr. Curris. I certainly agree with that. I think it is very well 
stated. There is one thing I overlooked. On page 5, in reference to 
the use of stock funds, we had a little discussion on that, and I thought 
that that was going to apply only to fast-moving items. In your 
statement there is no reference to that. 

Do you have any comment on that? It is common use all right, but 
what if you have a slow-moving item? Would you want that in your 
stock fund category ? 

Mr. Fosrer. No. I think if there is a mobilization requirement of 
some sort, I don’t think that that would have the significance that it 
has on faster-moving items. I don’t think we should limit it in 
ae to get this done. I think that will happen in the doing 
of it. The first place we will put it is on the fast-moving items. As 
that is bro: dened, I think we will find that in really slow-moving items 
it is not of the same significance. 

Mr. Curtis. It doesn’t really pay for itself? 

Mr. Foster. That is right. 


SALE PRICE OF GI COFFEE IN COMMISSARIES 


Mr. Bonner. Mr. Secret: iry, we don’t want to del: iy you. Ihave one 
more question. Do you subseribe to the idea that the milit: ary com- 
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missaries and exchanges should sell roasted coffee obtained from Gov- 
ernment-owned roasters at prices that do not include all direct and 
indirect charges ¢ 


AREA OF DISAGREEMENT WITH COFFEE INDUSTRY 


Mr. Fosrer. That is the one area in which this national coffee asso- 
ciation had some items to comment on which they thought was not 
being done quite right, Mr. Chairman. I don’t know. There are 
places where I think it is highly desirable to have available as a source 
of morale and otherwise, coffee which is dependable and economical 
and has the other virtues. I think that that perhaps can be overdone 
if it is done at too low a price eliminating comparable commercial 
cost. 

I think that that is one of the items that they are considering at the 
Munitions Board tomorrow. I don’t want to prejudice it completely. 
That, however, is my general feeling about that point. 

Mr. Bonner. If there should be some—— 


COMMISSARY PRICES SHOULD NOT BE UNFAIRLY LOW 


Mr. Fosrer. There may well be some places where it is desirable. 
Certainly, however, it should not be done at such a substantial cut 
under the commercial that it is completely unfair if there are normal 
sources of supply in that neighborhood. 

Mr. Bonner. In an area like the Washington area ? 

Mr. Foster. Yes. There would be little excuse for it in Wash- 
ington. 

Mr. Bonner. There would be no excuse for it, would there ? 

Mr. Foster. I will accept the “no excuse.” 

Mr. Bonner. Mr. Meader ? 


UNIFICATION OF MILITARY SUPPLY SYSTEMS 


Mr. Meaper. Mr. Secretary, I want to try to pin down the progress 
made in achieving unification, or in achieving less separation, of the 
military supply systems. We had a hearing, as you probably know, 
in He idelber rg, Germany, on November 23,1951. On page 1246 of the 
committee’s hearings there is set out a se hedule for the take-over pro- 
gram by the Air Force in Europe of certain supply responsibilities 
that had been the Army’s up until that time. 

Are you familiar with that take-over program, chemical items, engi- 
heer equipment, ordnance supplies, QM supplies, signal and transpor- 
tation supplies, and so on? Those items were furnished by the Army 
to the Air Force up until this interservice agreement of January 1950, 
I believe it was, and it was primarily that transfer movement that the 
committee had in mind. I believe you understood that was the case? 

Mr. Foster. Yes, sir. 

Mr. Meaper. The committee refers to it in its report No. 1994 filed 
with the House on May 23, 1952, and describes this take-over program 
in some detail, particularly on page 36 of that report. 

I believe it was the committee’s position that that take-over move- 
ment should be stopped. Language was included in the appropriation 

bill which was designed to that end. The O’Mahone ‘vy rider inserted 
by the Senate was a substitute for that House committee language 
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which finally worked its way into the appropriation bill and was 
the reason for these directives we are discussing today. 

The impression I have from the testimony I have heard this after- 
noon is that practically nothing in the direction of stopping this 
establishment of a separate supply system for common-use items by 
the Air Force has actually been accomplished. 

I don’t want to leave here with that impression—I do not want our 
record to leave that impression—if it is erroneous. Perhaps I could 
ask this specific question: Has this take-over program been halted 
or slowed down in any way by the action of the Congress or by what 
the Secretary of Defense has done pursuant to this language in the 
appropriation bill ¢ 


AIR FORCE EXPANSION STOPPED BY DIRECTIVE 


Mr. Fosrer. Yes, sir; it was immediately slowed down and stopped 
to the extent it could be stopped by directives of the Secretary. In 
addition to that, in this 4000.8, the item K-1 was directed to that 
specific point. Item K-1 reads: 

Effective on and after September 8, 1952, until modified by directive issued by 
the Secretary of Defense, and regardless of any prior interdepartmental agree- 
ments, and without the necessity of any implementing directive described in 
paragraph 41 below, no additional independent or expanded supply facilities for 
common use, standard-stock items of supply shall be created without prior 
approval by the Secretary of Defense. 

That was a continuation of a prior directive by the Secretary of 
Defense responsive to this feeling on the part of the committee and 
respol sive to the desires that we do not duplicate in these fields 
common-use supply, Engineer Corps, and other activities where it 
was already in existence. 

That is further responsible for the joint construction agency which 
has been established in Kurope by recent directive and to which I 
referred earlier, so that the action which the committee was con- 
cerned about in November 1951 was held up and is still held up, 
and is superseded in effect by the several steps which have been 
taken by the Secretary of Defense. 

Mr. Meaper. Let me ask this question: Have there been any applica- 
tions for exceptions from this paragraph of the directive you have 
just read, K-1? 

Mr. Fosrer. No formal applications; no, sir. 

Mr. Mraper. Has the Secretary of Defense granted any exemptions 
from paragraph K-1? 

Mr. Fosrrr. No, sir. 

Mr. Meaper. Are there any now pending or under consideration ? 

Mr. Foster. No, sir. 

Mr. Mraper. The dates were deleted for security reasons from our 
record so I did not know how many of these separate types of items, 
engineer-equipment spare parts for automobiles and so on, had been 
taken over by the Air Force prior to the action taken by the Congress 
in the appropriation bill for 1953. I do not believe that very many 
of them had gone into effect. I think it applied only to quartermaster 
items. I believe the Air Force was supposed to take over quartermas- 
ter supplies on October 1, 1951, but they were not completely trans- 
ferred because of lack of warehouse facilities. 
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Mr. Foster. We held the whole thing up, Mr. Meader. That was 
all held up by directive last fall and was reiterated during the spring. 
It is further confirmed by this action and the action of the Congress. 

Mr. Meaper. You can assure the subecommittee—— 

Mr. Foster. So it is still in suspense. 


AIR FORCE EXPANSION STOPPED IN| EUROPEAN COMMAND 


Mr. Meaper. You can assure the subcommittee that the movement 
on the part of the Air Force in Europe to take over this common stock 
in Europe has been stopped by the Congress and the Secretary of 
Defense / 

Mr. Foster. Yes, sir. 


(The information is as follows:) 


TRANSFER OF SUPPLY RESPONSIBILITY FROM THE ARMY TO THE AIR FORCE IN EUROPE 
We held up, by our directive of July 17, 1951, any further expansion not al- 
ready agreed upon. Transfer of certain quartermaster supplies (subsistence 
and clothing) which had been agreed upon and which were then being transferred 
was completed. Then, on March 9, 1952, we suspended completion of earlier 
Army-Air Force agreed-upon transfers in Europe, and required the military de 
partments to obtain Secretary of Defense approval for future transfers. 

Mr. Meaper. I have one other question. It struck me when you 
made the statement. I am not sure that I understood it correctly. 

My understanding was that whether there were three separate sup- 
ply systems or one — system the total inventory would be the 
same, that is, if the A Force stocked its common-use sup plie s, the 
Navy its supplies, cad the ADM} its supplies in separate supply 
systems, that the total of the three inventories of the three services 
would be no larger than where you had a common pool or depot from 
which all three services drew. 

Did I understand you correctly or not? 

Mr. Foster. W ith respect only to medical and dental suppli 35 yes, 
sir. 

Mr. Mreaper. That would not hold true as to other types of supplies? 

Mr. Foster. It might or might not, sir. I think you would have to 
look at each one. There would be some that it would, and others where 
it would not. In the field of medical and dental—and that was the 
place that I think Mr. Garlock actually made that statement originally 
which I confirmed—there would be the same total stock whether it 
was in one or three service depots. 

Mr. Mraper. The same total e ventually would be consumed regard- 
less of the way the supplies were furnished. If you had 100,000 men 
they would need the medical supplies necessary to support that num- 
ber of men. 

sut it seems to me that on general merchandising principles—and 
perhaps they are not applicable in military supply—where you have 
simply one source, the inventory to supp ly a given number of con- 
sumers would be smaller than where you had three sources to supply 
that same number of consumers. 

Mr. Foster. We were direc ‘ting that comment to the situation under 
stock funds and with the cross-servicing which we expect under the 
hew system. 

That is not the situation as of today. 
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EFFECT OF CONSOLIDATION ON TOTAL INVENTORY 


te, Meapver. In general should not we anticipate that if there is a 

msolidation of supplies so that the three services draw from a com- 
mon pool of supplies, that there should be a reduction in inventory 
over the situation where each maintained its own separate physic: al 
locations of supplies and its own inventories # 

Mr. Fosrer. That would certainly be the expectation. 

Mr. Meaper. That is all I have. 

Mr. Curtis. Mr. Chairman, could I ask a question ? 

Mr. Bonner. Yes. 


ESTABLISHING NEW OPTICAL SHOPS 


Mr. Curtis. Just to illustrate a point that I am not sure I was too 
clear on, Mr. Secretary. With reference to supply system expan- 
sion prohibited, in this 4000.8, on page 9 where I raised the point about 
whether facilities included personne 1, I want to give you an example of 
what we experienced in California where they had set up these optical 
shops supplying glasses and doing a lot of things without any addi- 
tional facilities at all. They just added personnel because they said 
they did it with the existing equipment. 

That is what I was a little disturbed about, as to how there would 
be a check system on that type of operation. If the word “facilities” 
would not be broad enough to include an expanded personnel to do 
something of that nature—— 

Mr. Foster. Would not that be an additional independent facility ? 

Mr. Curtis. That is what I was worried about. If it would be so 
interpreted that would answer my question. 

Mr. Fosrrer. I would certainly interpret it that way. 

Mr. Curtis. We might not catch it through “equipment.” We 
would have to catch it through personnel. 

Mr. Foster. You have two places to catch it. You catch it there 
and you also catch it under commercial and industrial-type facilities. 

Mr. Curtis. You would get it there, too, I appreciate that. I am 
thinking now solely within your own system. 

Mr. Fosrer. They know what we are trying to do. I think that 
again giving them the benefit of the fact that this Department and 
all the de :partments are going to try to carry this out, which I think 
they will, I think in one or the other of those sections we would catch 
that kind of an operation. 

Mr. Bonner. The subcommittee will meet tomorrow morning at 10 
o’clock in this room, having before it the Honorable Dan A. Kim- 
ball, Secretary of the Navy. 

Mr. Secretary, I want to express the thanks and appreciation of this 
subcommittee to you for your very frank and informative answers and 
the patient manner in which you have answered our questions. I want 
to extend my thanks to you and to your staff, 

Mr. Foster. Thank you, Mr. Chairman. We were very happy to 
do it. ' ; 

(Whereupon, at 4:48 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Thursday, December 4, 1952.) 





FEDERAL SUPPLY MANAGEMENT 
(Implementation of Military Supply Regulations) 


THURSDAY, DECEMBER 4, 1952 


Housk or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERN MENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
. IN THE Execurive DerpaArRTMENTs,' 
Wa: hington, dD. ( 

The subcommittee met at 10:10 a. m.. pursuant to recess, in room 
291, Old House Office Puilding, Hon. Herbert C. Bonner presiding. 

Present: Representatives Bonner, Hoffman, Curtis, and Meader. 

Staff members present: Thomas A. Kennedy, general counsel; Ray 
Ward, subcommittee staff director: and Herbert Roback, staff director, 
Reorganization Subcommittee. 

Mr. Bonner. The subcommittee will come to order. 

We are pleased to have with us today Secretary Dan A. Kimball, 
Secretary of the Navy. A year ago in July Secretary Kimball was 
prepared to testify before the subcommittee, but other developments 
prevented him from doing so. We are happy to have you with us 
today, Mr. Secretary, and I understand that you have a prepared 
statement, which you want to read, telling of the work done by the 
Navy to implement the regulations that have been issued under the 
OM: thoney amendment. 

It is also our hope that you will tell of additional plans and recom- 
mendations you may have for improving supply management within 
the Navy, Department of Defense. At the conclusion of your pre- 
pared statement the members will want to ask you some specific 
questions. 

Mr. Secretary, you can have your staff and your aides around you. 


STATEMENT OF HON. DAN A. KIMBALL, SECRETARY OF THE NAVY; 
ACCOMPANIED BY VICE ADM. C. W. FOX, SUPPLY CORPS, CHIEF OF 
NAVAL MATERIAL; AND COMMANDER HAROLD H. GOODWIN, SUP- 
PLY CORPS, OFFICE OF NAVAL MATERIAL, UNITED STATES NAVY 


Secretary Krupauty. I have Admiral Fox and Commander Good 
= win here. 

Mr. Chairman, I have a statement here that I would like to read 
to you, and at the end of that time I will be happy to answer any 
questions that you have. 

In your letter of November 18, 1952, addressed to the Secretary of 
Defense, you asked that I appear as a witness in the final hearings 


oR. 


i 1 Name changed to Committee on Government Operations, July 4, 1952. 


i 








144 FEDERAL SUPPLY MANAGEMENT 


Ol your s ibecommittee on the Important subject ot supply manave- 
ment in the Department of Defense. Upon this subject you and your 
olleagues have expended much thought, effort, and time in an en- 
deavor to attain the vreatest practicable degree of economy and 
efliciency in the operation of the milit: ary supp ‘ly systems. [am happy 
to have this opportunity to tell you of the progress along this line 


that has recently been made in the Navy Department, particularly 
the steps already taken and planned in connection with the imple- 
mentation of Department of Defense Directive 4000.8 of September D, 
1952, recently revised and superseded by the identically numbered 
directive of November 17. 1952 

Upon the Issuance of Department of Defense Directive LOOO.S of 
September 5, 1952, the Chief of Naval Material, Admiral Fox, was 
viven full respo msibility in the N: vy Departme! it for the coordination 
of all action required to carry out Department ot Defense oe 
au to implement the basic regulations. In the exercise of this 
responsibility it was particularly pointed out that all matters in 
which the Chief of Naval Operations had paramount interest or 
coordinated responsibility under Public Law 432, Eightieth Con- 
eress, would be referred to the Chief of Naval Operations. At the 
same time the Chief of Naval Material was directed to maintain a 
record of major action taken within the Department of the Navy in 

wrying out the basie regulations and implementing directives, and 
was further directed to prepare for my signature monthly progress 
reports to the Secretary of Defense This action provided one single 
ofice within the Department of the Navy to keep abreast of what 

s required under the military supp ate system regulations and of what 
s being done with regard to impleme nting those requirements. 

As Mr. Foster pointed out in his testimony, the task of imple- 
menting the basic regulations with detailed DOD directives raised 
the very serious possibility that the Office of the Secretary of De- 
fense and also the various services would be flooded with work if the 
attempt were made to implement the basic regulations all at once. 
Accordingly, the Office of the Secretary of Defense conceived the 
idea that certain regulations should receive priority attention. Each 
of the services and the Munitions Board was then asked to make 
recommendations of priority areas of implementation. The Depart- 
ment of the Navy recommended the following areas, in the order 
set forth: 

(A) Requirements review 
B) Cataloging and standardization 
(C) Procurement 
(D) Production 

(E) Utilization and disposal 

(F) Conservation 

(G) Distribution 

All of these areas were subsequently incorpor: ated in Department 
of Defense Directive 4000.10 of October 1, 1952 

Mr. Foster has told you that all of the services considered section 
J of the basic regulations, which covers requirements review, to be 
the one that required top priority attention. The Navy considers that 
requirements review is extremely important in the formation of the 
Department of Defense budget, and for this reason we have for some 
time been working on our review procedures in this respect. 


{ 
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In compliance with instructions in the Deputy Secretary of Defense 
memorandum of November 28 which was received on December 1— 
and I might add that within hours after the receipt of these instruc- 
tions—the matter was under consideration by the Navy Management 
Council for drafting of the implementing instructions which are re- 
quired to be submitted to the Office of the Secretary of Defense for 
final approval not later than ar igeio 10. Thus, it is to be expected 
that this import: unt office will be established and working prior to 
January 1, 1953. 

The Department of the Navy has had from the first an active inter- 
est in taking such action as will make its existing directives conform 
to the whole spirit of the basic regulations. We were especially glad 
to receive the re published De part ment of Defense Directive 4000.8 of 
November 17, because prior to this revision, which in no way changes 
the basic regulations themselves, the services might not have been 
permitted to obligate their funds except in accordance with specific 
DOD directives covering the entire field of procurement and supply. 
The republished directive clarifies this point by permitting the obli- 
gation of funds so long as the basic regulations and other existing 
supply directives are not violated. Furthermore, the new directive 
permits and in fact encourages the Navy (as well as the other 
services) to take the initiative in issuing its own supply reeulations 
not inconsistent with the basic regulations, and in implementing the 
basic regulations and other DOD supply directives by making neces- 
sary changes in Navy directives and instructions, subject only to any 
such approval that may be required by the OSD agency responsible 
for or issuing the DOD directive. 

As the subcommittee knows, the Navy has had for a long time cen- 
tral control of common items. As a result, our existing s upply s system 
was toa large extent already in conformity with the objective : and the 
fundamental principles of the basic regulations. Since no general 
overhauling of its supply system was required, the Navy has been 
effectively engaged in the following actions: 

(a) Assisting the OSD agencies in reviewing existing Department 
of Defense directives for conformity with the basic regulations. 
(Certain of these directives, covering basic supply procedures already 
in effect, have been republished as portions of the new military supply 
system regulations without significant change.) 

(6) Implementing throughout the Navy Department new Depart- 
ment of Defense directives which have been issued either— 

(1) To implement a particular portion of the basic regulations, 
or 
To establish new or revised policies and procedures which 
effect improvements by providing a greater uniformity. 

The actions which I have just mentioned are illustrated in some 
detail in attachment 1 to this paper, copies of which I shall leave with 
the subcommittee. 

Another field should be mentioned in which the Navy has recently 
been active, and this relates directly to what I have already said about 
the greater opportunity for initiative given to the services by the 
republished directive of November 17, 1952 (4000.8). Certain fune- 
tional areas covered by the basic regulations are being analyzed in 
the Navy Department as a part of our continuous effort to improve 
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operating methods and procedures. Most of these analytical studies 
did not stem from the promulgation of the September 5, 1952, direc- 
tive; but I can assure you that our analysis of the problems, and any 
corrective action taken as a result of such analysis, will be in keeping 
with the letter and the spirit of that directive. Examples of these 
studies are the following: 

(a) An over-all analysis, originated in June 1952, of procurement 
and production policies and methods, with resulting procedural 
changes now in process of being made; and 

(>) A current study leading to the establishment of a revolving 
stock fund for the Marine Corps to be used for the purpose of financ- 
ing common supplies. The revolving stock fund as a device for 
central control of common items was developed by the Navy. I was 
pleased to see it W ritten into section III (C) of the basic regulations 
as a control device for all services. 

Before bringing this statement to a close, I want to take occasion 
to mention a subject to which I have given much thought and which 
is of concern to every taxpayer in this country—the matter of military- 
supply inventories. 

‘Today the defense budget consumes the major portion of every 
tax dollar. and I believe that it will continue to do so for some time. 
This situation makes the general public pec = yo conscious of mili- 
tary expenditures and particularly critical of large inventories of 
military supphes. It would indeed be ‘deal. if the military could 
operate wholly under the commercial criteria ot low inventories and 
quick turn-over. However, I think you will agree that while a com- 
mercial enterprise if “out of stock” will lose money profits only, a 
military service if “out of stock” may lose lives, battles, and possibly 
a war. 

The Navy’s desire to have adequate stocks on hand and in pipe- 
lines springs from no motive other than that of being ready to meet 
the demands of a full emergency. We have explored and shall con- 
tinue to explore every feasible avehue for the red tion of procure 
ment lead time, and for greater reliance upon industrial inventories, 
We shall continue to review our inventory levels and our require- 
ments concepts. In short, we shall use every device to insure that 
we invest in Navy inventories only that amount of money which is 
required to prov ide national secur ity. 

Finally, gentlemen, I consider that the approach we are using in 
implementing Department of Defense Directive 4000.8 is sound. I 
think that the progress we have already made in the implementation 
of the directive is proof of the desirability of the approach we are 
using, and I am certain that this progress will continue to be satis- 
ae to all concerned. 

Mr. Chairman, this concludes my statement. TI shall endeavor to 
answer any questions that the subcommittee may wish to ask. 

Mr. BonNE r. Mr. Secret: ry, can you point to “pe spec ific economies 
made by the Navy under the recent regulations? Has the Navy, for 
example, reduced their inventory level of coffee and other common 
administrative- type items ? 

Secretary Kimpatn. Well, I think Admiral Fox has got a number 
of them. I know a great many places where we have reduced our 
inventory levels to a great extent, or are in the process of reducing 
them. 
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Mr. Bonner. Well, for instance, coffee ? 

Secre tary KimpBauu. I can’t answer on coffee. We have reduced our 
requirements on that. Can you speak to that, Admiral Fox? 

Admiral Fox. We are conforming to the Munitions Board study to 
engage in tighter cross-servicing. I think this subcommittee pointed 
up some areas where we can save transportation. 

Specifically, we are going to discontinue the operation at Phila- 
delphia of the Marines where we have been roasting coffee, with the 
knowledge that we can supply their requirements. I think there is 
a very comprehensive study that has been m: ade available to the sub- 
committee by the Munitions Board? and the Navy takes no exception 
to those recommendations. We are going ahead with the implementa- 
tion of them. 

Mr. Bonner. Now, in No. 10 of the recommendations of the Muni- 
tions Board study, that the maximum on-hand inventory of green 
coffee stored in the zone of the interior would not exceed 120 d: Lys” 
supply— _ 

Admiral Fox. I cannot tell you, Mr. Chairman, at the moment. I 
will be very glad to furnish that for you as to just what we have 
clone. 

Mr. Bonner. If you will, it will be placed at this point in the record. 

(The information referred to is as follows :) 

Prior to the inception of the Munitions Board supply-system-study project on 
coffee-roasting operations, the stocking policy of the Department of the N vavy for 
green-bean coffee had been established at 135 days. In compliance with the com- 
pleted study, maximum stock levels are being reduced to 120 days’ supply. Out- 
standing and all future military interdepartmental purchase requests for Navy 
procurements will utilize a stockage objective of 120 days’ supply in requirements 
determination. 


SYSTEM INVENTORY OF GREEN-BEAN COFFEES AS OF NOV, 30, 1952 


On hand —- wt acetate pounds__ 15, 946,111 

Average monthly issue to coffee-roasting ‘pls ints ; do 3, 798, 238 

Days’ supply on hand panes 5: ‘ 110 
NEW YORK AREA INVENTORIES * AS OF NOV. 30, 1952 

On hand . --.pounds._._._ 7, 336, 832 

Average monthly issue to coffee-roas ting pli ints_ a do._.._ 1,596, 029 

Days’ supply on hand sche scrintas eat ; 138 
OAKLAND AREA INVENTORIES AS OF NOV. 30, 1952 

On hand - : - pounds__ 6, 609, 279 

Average monthly issue to coffee-roasting plants____-- do 2, 202, 209 

Days’ supply on hand iaiheeciubea eck Bases Savant ike ow) 


1 Recent cross-servicing agreement with the Department of the Army. effective Nov. 28 
1952, will increase demand for green-bean coffee on Naval Supply Facility, Brooklyn, by 
approximately 230,000 pounds monthly (200,000 pounds roasted basis) This anticipated 
increase (during December 1952) plus the historical monthly usage data will reduce the 
on-hand position to within 120 days 


PETROLEUM INSPECTION 


Mr. Bonner. It is my understanding that the Navy has long done 
a very satisfactory job in procuring petroleum, oil, and lubricants for 
all services. Under the new directive mentioned by Mr. Foster yes- 
terday, who is responsible for the inspection of petroleum products? 


2 See Field Conferences on Federal Supply Management, Pt. III, Oakland Exhibit 
p. 377 
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Admiral Fox. It has been set up by areas. We have a directive on 
that, Mr. Chairman, and we would be very happy to insert it in the 
record and leave it with you. 

(The material referred to is as follows :) 


DEPARTMENT OF THE NAvy, 
OFFICE OF NAVAL MATERIAL, 


Washington, D.C., November 14, 1952 
ONM instruction 4263.14 
From: Chief of Naval Material. 
| All supervising inspectors of naval material. 
Subject: Petroleum products inspection, change in 


Reference (2) DOD directive No. 4155.2 of November 4, 1952 
Enclosure: (1) Procedures for official transfer of positions and personnel 


1. Purpose The purpose of this instruction is to establish procedures in econ 

ction with the assuming or relinquishing of petroleum inspection as directed 
ry eTerence i) 

» General (a) In order to eliminate overlapping and duplicating inspection 
practices and to promote standardization in the procedures for the inspection 
nd acceptance of petroleum products, the Department of Defense by reference 


1) has assigned petroleum procurement inspection responsibility to the Mili 
tary Departments and assigned to the Armed Services Petroleum Purchasing 
Agency (ASPPA) responsibility for effecting the implementation of these 
<signments 

(b) Effective January 1, 1953, Navy will assume responsibility for procurement 
inspection and the associated administration functions (field contract adminis 
tration) for all petroleum products in two areas, viz: 

1. ERast-coast area, consisting of the States of Georgia, South Carolina, North 
Carolina, Virginia, Maryland, Delaware, Pennsylvania, and that portion of New 
Jersey which lies within the boundaries of the Fourth Naval District. 

2. West-coast area, consisting of the States of Washington, Oregon, Idaho, 
Utah, Nevada, California, and Arizona 

The Department of the Army (Quartermaster Corps) New England Area: 
States of Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, Con 
necticut, New York, and the New Jersey counties of Monmouth, Middlesex, Somer 
set, Hunterdon, Warren, Sussex, Morris, Passaic, Union, Hudson, Bergen, and 
Essex (Third Naval District portion of New Jersey). 

The Department of the Air Force (Quality Control Division, Air Matériel 
Command) Mideontinent-Gulf Coast Area: All of the continental United States 
not enumerated above: namely, Montana, North Dakota, South Dakota, Minne 
sota, Wisconsin, Michigan, Ohio, Indiana, Illinois, Iowa, Nebraska, Wyoming 
Colorado, Kansas, Missouri, Kentucky, West Virginia, Tennessee, Mississippi, 
Alabama, Florida, Louisiana, Arkansas, Oklahoma, Texas, and New Mexico. 

c) The Armed Services Petroleum Purchasing Agency is assigned responsi 
bility for providing general guidance and direction to the Military Departments. 

d) This assignment will include responsibility for conducting all inspection 
operations incident to tanker or barge movement of petroleum products by the 
Military Sea Transportation Service (MSTS) or commercial transportation. It 
will also include the surveillance (quality control or maintenance) inspection 
of petroleum products in leased storage at refiners’ plants and/or terminals at 
which ASPPA supply contracts are in effect regardless of the service owning 


the product ¢ 
(c) The surveillance inspection and quality control of Navy-owned petroleum 

products in depots, terminals other than paragraph (d), above, and installation 

storage will remain the responsibility of the Navy in all areas. Similarly, the 

Army and Air Force will retain responsibility for petroleum products owned by ; 


them in all areas 

3. Procedure Supervising inspectors of naval material and inspectors of 
naval matériel shall be guided by the following instructions : 

(a) Procurement petroleum inspectors of each military department shall be 
considered equally competent to perform inspection of petroleum products for 

departments 

(b) Petroleum inspection offices of the military departments are directed by 
reference (a) to cooperate with each other in handling emergency inspections. 

) In the areas where Navy assumes responsibility for all procurement inspec 

tion of petroleum products, the SupInsMats concerned should make an early 
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determination with the appropriate inspection office of the other military services 
concerned as to the number of petroleum-inspection personnel that will no longer 
be required by them for other than surveillance inspection referred to in para 
graph 2 (d) above. Since this change in petroleum procurement inspection 
assignment is considered to be a transfer in functions, the SupInsMats’ districts 
assuming single-service inspection cognizance in an area must accept by transfer, 
after receiving proper ceiling from this office, all petroleum-procurement inspec 
tion personnel no longer required by the relinquishing service. Interservice cei 
ing adjustments must be obtained and, accordingly, this office must be informed 
at the earliest practicable date as to the ceiling change which must be granted, 
in order that these transfers may be accepted. 

(d@) For these SupInsMats’ districts which will relinquish petroleum 
procurement inspection, the service assuming responsibility for these functions 
will accept by transfer, subject to ceiling availability, those petroleum-inspection 
personnel no longer required by the SupInsMat. In this connection SupInsMats’ 
ceilings will be automatically reduced by the number of petroleum-inspection 
personnel spaces transferred to the cognizant service. This office should be 
informed at the earliest practicable date and no later than December 1, 1952, 
of the estimated number to be transferred. Confirming information of the actual 
number of spaces transferred should be forwarded promptly upon the accomplish- 
ment of the transfers. 

(e) The Departments of the Army, the Navy, and the Air Force are required, 
by reference (a) to assume complete petroleum procurement inspection by Janu- 
ary 1, 1953, in the areas assigned to them. During the transition period prior to 
that date, the InsMats relinquishing procurement inspection are directed to effect 
changes in inspection by local agreement with the service assuming inspection. 
Actual transfer of inspection personnel cannot be effected until the local offices 
concerned have been assigned adequate ceilings to accept such transfers. Accord- 
ingly, during this period of transition, InsMats are authorized to loan personnel 
to the service assuming inspection responsibility, retaining such inspection 
personnel on the InsMats’ rolls. Conversely, InsMats are authorized to request 
detail of necessary additional personnel from the other military departments. 
During this period, the inspection personnel so detailed will operate under the 
direction of the service to which they are detailed. That service will be required 
to furnish such muster roll data as may be required by the inspector of naval 
material. The Department of the Army and the Department of the Air Force are 
issuing parallel instructions to their petroleum-procurement inspection offices. 

(f/) The Armed Services Petroleum Purchasing Agency will modify existing 
contracts to conform with procurement inspection policies contained in reference 

a) in such a manner as to enable the military departments to assume the re- 
sponsibilities assigned by January 1, 1953. Any unusual difficulties encountered 
in petroleum-procurement inspection shall be promptly reported to the Office of 
Naval Material, Field Services Division, for information and any necessary cor- 
rective action. 

1. Personnel procedures.—The procedures to be followed in connection with 
personnel actions are prescribed in enclosure 1. 

P. B. NIBECKER, 
Vice Chief of Naval Material. 

Authenticated : 

I. D. CHANEY, 
tssistant Director, Administrative Division. 


ENCLOSURE (1)—PROCEDURES FOR OFFICIAL TRANSFER OF POSITIONS AND PERSONNEL 


By joint agreement among representatives of the Departments of the Army, 
the Navy and the Air Force, the following procedures will be used in the official 
transfer of positions and personnel : 

1. The relinquishing activity will determine promptly the number, titles, 
and grades of personnel that are (a) required to carry out petroleum procure- 
ment inspection and associated administrative functions presently under its 
cognizance, and (0) required to carry out surveillance inspection and quality 
control. All personnel presently identified with procurement petroleum inspec- 
tion, who are not selected for retention for surveillance inspection and quality 
control or nonpetroleum work and who accept offer of transfer, will be trans 
ferred, and the acquiring activity will make such adjustments in staff as may 
be necessary. Unless those who decline offer of transfer, who are not selected 
for retention for surveillance inspection and quality control, can be absorbed 
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by the relinquishing activity, within its nonpetroleum ceiling, they, unless they 
resign, will be separated, the nature of the personnel action being “Separation— 
Unable to Accompany Activity.” If procurement petroleum inspection in the 
relinquishing activity has been accomplished partially on a basis of overtime 
work, it will be assumed that the same ratio of overtime work to regular work 
will continue after the transfer of personnel and, therefore, the amount of ceil- 
ing or number of spaces to be transferred will not be related to overtime hours. 

2. Having determined the number of positions required for surveillance inspec- 
tion and quality control, the relinquishing activity will then establish positions, 
if they are not already established, which will properly describe the functions 
of surveillance inspection and quality control to be retained, and will have those 
positions allocated so that they may be filled. 

3. The relinquishing activity will be expected to select from its present staff 
the qualified employees to carry out this surveillance inspection and quality 
control and will reassign those employees, if they are not already so assigned, 
from their present positions to the surveillance inspection and quality control 
positions. Any personnel spaces vacated by those selected for surveillance in- 
spection and quality control may be among the spaces transferred to the acquir 
ing agency. The total ceiling presently allocated to the petroleum-inspection 
function is the sum of the spaces or ceiling to be transferred to the acquiring 
activity and the ceiling retained for surveillance inspection and quality control. 

t+. The relinquishing activity, having determined (@) the number of svaces 

or ceiling to be transferred, and ()) the personnel to be retained for surveillance 
inspection and quality control, will prepare a list containing the name, title, 
svrade, salary, headquarters, and identifying number of the position occupied 
by each of the employees to be transferred. This list will be furnished the 
acquiring activity together with a Civil Service Form 57 and a copy of the 
position description of each employee to be transferred. 
5. Upon receipt of the above, the acquiring activity will have the positions 
to be transferred “allocated” by the agent responsible for allocation of its 
positions. This action, which must be made effective with the date of the 
transfer of function, i. e., January 1, 1953, merely officially transfers the posi- 
tion from the relinquishing activity to the acquiring activity and, no change 
in grade of the position will be made at that time. After the function, positions, 
and personnel have been transferred, each acquiring activity will do such reor- 
ganizing of its petroleum procurement inspection as may be required and, 
within a reasonable period, generally within 6 months, will review the positions 
transferred and take such action as is necessary to assure that they properly 
describe the duties and responsibilities of the incumbents. Other positions in 
the organization that have been affected will be similarly treated. 

6. Upon receipt of the list of employees, the Forms 57 and the position descrip 
tions, the acquiring activity will prepare personnel actions to transfer the per- 
sonnel from the relinquishing activity, effective January 1, 1953. After the per- 
sonnel actions have been effected, the acquiring activity will request transfer 
from the relinquishing activity of the official personnel folders of the personnel 
transferred. 

7. In the proeess of integration of acquired personnel into the organization 
of the acquiring activity, it may be found that (a) there is an insufficient num- 
ber of personnel to carry out the function and recruitment must be initiated, or 
(b) there is a balance between workload and personnel, or (¢) the number of 
personnel exceeds that required. If, in the latter event, the acquiring activity 
cannot absorb the excess of personnel in other work where employees are needed, 
it will initiate reductions in force, following the standard regulations pertaining 
thereto, so as to balance workload and personnel. Wherever practicable, all 
employees to be separated will be given advance notice of 60 days exclusive of 
annual leave to their credit. 


PETROLEUM INSPECTIONS BETWEEN SERVICES 


Mr. Bonner. Who is responsible? 

Admiral Fox. The Navy generally is responsible for the east coast, 
inspection of all petroleum on the east coast, the Air Force in the Cen- 
tral States and a portion of the Gulf coast, and the Navy on the west 
coast. Let me see if I can’t find that for you right here. 

Mr. Bonner. Who was doing that before? 
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Admiral Fox. It was being done by the three services. Each was 
doing its own inspecting. 

Mr. Bonner. Now, you confine it to the Navy and Air Force? 

Admiral Fox. This has eliminated duplication of inspection, if that 
is What vou are driving at, very definitely. 

Mr. Bonner. Not +See Sepa then, all around ? 

Admiral lox. No. S 

Mr. Bonner. Is this better th: in if the Navy did it all? 

Admiral Fox. I think this isa very satisfactory solution, Mr. Chair- 
man, because it has assigned a i aS of lMspec tion control to the service 
that has the predominant baredl. Incidentally, this goes into effect 

January 1, 1953. 


MULTIPLE Vs. SINGLE PETROLEUM INSPECTION 


Mr. Bonner. Do you think this is better than if there were one 
inspection of all the petroleum products / 

Admiral Fox. I think it is. It is probably an approach to a single 
inspection service, but I think it is a very sound approach to it. 

Secretary Kimpatit. We couldn’t do it with any fewer ni if we 
did it all, or the Air Force did it all, but we decided for the benefit of 
both of us if we diy ided the country we could do it pretty efficiently. 

Mr. Bonner. Do you think it would be feasible, Mr. Secretary, for 
the Navy to be responsible for the operation of all coffee-roasting 
plants ¢ 

Secretary Kimpatn. Well, that isa little hard to Say, Mr. Chairman. 
I don’t think you get any dupli ation as long as you keep stocks down. 

Mr. Bonner. You have an over-all management duplication, don’t 
you! 

Secretary Kimraty, No. That is a minor item that you don’t save 
money on. If the Army has some coffee-roasting plants in certain 
places, we will get our coffee from them. In certain other places they 
will get their coffee from us, so you don’t have any duplication. I 
don't think we would make aly saving merely by having one service 
do it all. 

Mr. Bonner. Well, if one had control of all, they could shift the 
stocks more readily, couldn’t they / 

Secretary Kimpati. You don’t shift those stocks too much. You 
get the stocks that you are going to need for that area. Coffee is a 
fairly simply thing to handle, because you don’t have a great number 
of varieties. 

Secretary Kimpaun. Has the Navy been satisfied with the way the 
Alameda test is operating, ee? medical test at Alameda / 

Secretary Kimpau. Yes, s 

Mr. Bonner. Have the ships and installations in the Far East 
received satsifactory service from this test? 

Secretary Kimparti. Our people in the Far East seem to be very 
satisfied with the service. I was out there this spring and I have been 
in pretty close touch with them, Admiral Denebrink out there handles 
our logistics, and he seems to be very happy with it. 


NAVY POSITION ON ALASKAN LOGISTICS COMMAND 


Mr. BonNER. Does the N vaAVY favor more unified logistic command 
for the Alaska area theater ? 


53——11 
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Secretary Kimpa.y, I can’t answer that one. I haven't studied the 
Alaska area. I would be very happy to get you an answer on it, 
though. 

Mr. Bonner. If you will put it in the record, sir. 

(The information referred to is as follows:) 

Considering the various directives setting forth the authority and responsibility 


of the unified commanders established under the Joint Chiefs of Staff, it is my 
opinion that no further authority is needed by these officers to adequately dis 


ree their duties, including such logistics coordination as may be necessary 


NAVY-GENERAL SERVICES ADMINISTRATION SUPPLY RELATIONSHIP 


Mr. Bonner. What progress is the Navy making in having GSA 
handle certain administrative supplies for its installations ? 

Secretary Kimpauy. I think Admiral Fox can speak to that better 
than I can. 

(Admiral Fox. We have come to very satisfactory arrangements 
with the General Services Administration, Mr. Chairman, for the han- 
dling of expanded lists of common items, primarily office furniture, 
oflice supplies, and related items. 

There has been an area of understanding which I am sure is entirely 
satisfactory to the General Serviees Administration as well as the 
Navy, the Army, and the Air Force. 

Mr. Bonner. When did you come to that understanding, Admiral ? 

Admiral Fox. Oh, within the past 90 days; I would say about 2 
months ago. It has been a continuing study that went on and came to 
fruition about 60 days ago. 


AUTHORITY OF NAVY TO SELL COFFEE IN COMMISSARIES 


Mr. Bonner. Mr. Secretary, does the Navy have legal authority to 
sell coffee roasted in its plants at less than total direct and indirect 
cost ¢ 

Secretary Kimpatyi. No, we do not; no, sir. We wouldn’t do that. 
Can't make any money that way. 

Mr. Bonner. Does the Navy sell coffee roasted in its plants through 
the Navy Exchange or commissaries / 

Secretary Kiuwpati. I don’t believe we do. In commissaries, but 
that’s all. 

Admiral Fox. In commissary sections in some exchanges where 
we do not have a commissary store, but it is the same operation. 

Mr. Bonner. Admiral Royar told the subcommittee this summer the 
selling price doesn’t include all of the real cost. 

Secretary Kimpary. I would have to look that up. I thought it did. 

Mr. Bonner. That is why I asked you do you have legal authority 
for this. 

Secretary Kimpaty. It includes all of our direct costs. You can 
carry that to extreme on how much overhead could or should be put 
against 1t. 

Mr. Bonner. For some time we have been trying to ascertain just 
what the cost was, because there were a lot of overhead items that 
weren't included as far as we could find in the cost of producing the 
finished product. 


® Not responsive to question. 
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Secretary Kimpati. Mr. Chairman, I went into that a couple of 
years ago to find out if we should have our own coffee-roasting plants, 
and I took all the costs into consideration that I figured were compara 
ble commercial costs, and IT came to the conclusion that we were saving 
money by doing it the way “ did. Ihave forgotten the figure because 
it’s been a couple of vears, but I have studied it quite carefully. 

Mr. Bonner. There was a complaint to this subcommittee from the 
civilian coffee Pp ielnadlie thi at the Navy was selline below cost. (See 
Field Conferences on Federal Supply Management, pt. III.) 

Secretary Kiwearti. That is not our intention. 

Mr. Bonner. It was stated at one time it was even less than the cost 
of the green beans. 

Secretary Kimpatu. I would like to find some of those instances, 
because we would certainly correct them. 

(Cotfee cost factors follow oa 

Cost factors which make up the price of the roasted product at Navy coffee 
roasting plants are as follows (sales to Navy general messes and to Navy com 
missary stores are made at prices which include all these factors) : 

(a) Invoice cost of green coffee bean 

(6) Labor (civilian employees engaged in roasting, grinding, and packaging 
and packing of the product ) 

(c) Maintenance and repair (all normal repair and maintenance of the coffee 
roasting plants, excluding major overhauls). 

(d) Utilities. 

(e) Factory office (cost apportioned against the coffee roasting plant). 

(f) Salvage of green coffee sacks and scrapings from roaster (prov ceeds of sale 
offset against cost of product). 

(7g) Plant property (cost value of $100 or less). 

(h) Services from parent activity (cost apportioned to working capital funds, 
including janitorial services, security, public works, and fiscal department). 

Normal merchandise practices employed in the operation of Navy commissary 
stores are based on a variable percentage mark-up on the invoice cost of merechan 
dise sold. This mark-up varies with the size and location of each store and runs 
from a low of about 214 to a high of 10 percent. This mark-up is used to defray 
the cost of operating the stores and specifically covers such items as local trans 
portation, spoilage, equipment, utilities, supplies, and other normal operating 
expenses, 


NAVY NOT IN FAVOR OF SINGLE SERVICE MEDICAL SUPPLY 


Mr. Bonner. Does the Navy favor single service procurement, stor 
age, and distribution of medical supplies / 
Secretary Kimpatw. I can’t say that we do, sir, because I don’t think 
a single service procurement and distribution would save us any 
money. 
DIMINISHING RETURNS IN QUANTITY BUYING 


There is a certain 0g when you go into procurement where you 
don’t get any advantage by doubling the quantity you buy. You get 
a ce artain basic cost, and when vou get down to that cost. sometimes 
when you double the quantity you don’t get any saving at all. 

Mr. Bonner. What about a joint agency ? 

Secretary Kimpaty. A joint agency? They can buy it as well, but 
as a rule not any better. 

Mr. Bonner. Mr. Hoffman ? 

Mr. Horrman. I have no questions. 


Mr. Bonner. Mr. Curtis? 
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PETROLEUM INSPECTION 


Mr. Curtis. Mr. Secretary, picking up a few of the things that Mr. 
Bonnet = mentioned, I would like to ask another question in re- 
a gard t s petrole um Inspec tion which is now done by areas. Does 
the inspecti adem’ 1y the Army, Navy, and Air Force follow standard 
aaaeea 
~ Secretary Kiapauy. It is done by the Navy and Air Force. 

Admiral Fox. The Army, too. 

Secretary Kimpati. We follow standard procedures, surely. We 
all have a standard procedure to follow. 

Mr. Curris. Now how is that set up? Who sets it up and how do 
you set up your standard Inspection procedure ¢ 

If the Navy is going to do it for the Army and Air Force in 
one area and the Army is going to do it for the Navy and the Air 
Force hn another, and the Air Force is evoOIng to do it for the Navy 
and the Army, how do you all get together and decide what your 
standard form of Inspection is? 

Secretary KimBaLu. We agree on a standard inspection procedure. 

Mr. Curtis. But vou see, I am interested in mechanics. I don’t 
understand veneralities very well. Who sits down and does it / 

secretary Kimpauni. The re prese ntatives of the three services that 
handle the procurement. We have ve ry ried spec ications on m: ny 
of om petroleum products that we » have evolved over a number of 
years. 

Mr. Curtis. Does the Arm) accept those in their area where they 
do then spection ¢ 

Secretary KIMBALL. Surely, because that is the specification that we 
want. 

Mr. Curtis. Lam trying to get tothis. When they inspect for you, 
they apply vour stand: ards, and then when they inspect for thems selves, 
they apply their standards? 

Secretary Kimpaue. I think you will find they have a common 
standard. Weall have a common standard. 

Mr. Curtis. That is what I am trying to find out, Mr. Secretary. 
lam trying to find out right now. 

Secretary Kimpatt. We have common standards which we have 
evolved over many years. 

Mr. Curtis. Iam talking about the standards of inspection and the 
fact that you have the Army doing it here and the Navy doing it there. 
Are there similar forms that are filled out? Do you have a standard 
lorm ¢ Pei haps we can get at it that Way. 

Secretary Kimpaun.. I can’t answer you on the form, but the end 
result that we are trying to achieve on the specification of petroleum 
is that we buy one standard. 

Mr. Curtis. Yes, sir: I know our objectives. We all agree on those. 
Whi: ut I am interested in is to find out if we are attaining them, because 
I can’t believe that we are in certain instances. 

Now you made the statement that it wouldn’t require more per- 
sonnel to follow a system of inspection where the Army does it here, 
the Navy does it there, and the Air Force does it over here, and it 
ust doesn’t make sense to me, because if you have one inspection 
system, you only have one overhead above the Inspection system. 
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Now the way you have to get it set up with the Army doing it here, 
the N avy doing it here, the Air Force doing it here, you have to have 
overhead j in all three of those organizations, which in turn has to 
meet at a common point back here in Washington to work out and 
constantly revise your standards and your forms. It’s just obvious. 
There is no argument about it. 


OVERHEAD USED IN CONSOLIDATED OPERATIONS 


Secretayy Kimpatn. You wouldn't cut any overhead if you had one 
service doing it all. (See Pearson’s statement. "257.) 
Mr. ¢ curtis. That is what I am vetting si aad I don't see how you 
] 


can conclude that because vou have youl Inspec tors in the field fon the 
Navy and they are in turn under somebody higher tp in the Navy 


that is cirecting them. Then, in turn, those people or somewhere 
along the line, they are going to meet with the Army, Navy, and An 
l’orce top peop le. t they cLl'e voing to meet to coordinate thei standards 


and see if they are the same 
At the time the Army gets a better idea on Inspection, why is it 


going to be channeled down through the Na Vy. It is an obvious 
administrative function. I don't see how anvone can say that you 


are Pong to not have more overhead. 

Secretary Kimpaty. I think you will find that for every 100 in 
spectors you have in the field, there is 2 certal unount of ove 
head, and if you spread it t between three services, it will be the same 
as though you put it under one service. 

Mr. Curris. Yet you are having it operate under one service, which 
in turn is going to build up their own peculiarities. They are bound 
to, and vet you are hav ing to coordinate all three. 

eet eeneD Kimpatt. We do it not only in petroleum but in every 
plant we have. Whoever has cognizance of the plant handles the 
Inspection. We don't have duplicate inspectors. 


DIVIDED OPERATION VERSUS UNIFIED 


Mr. Curtis. You don’t understand my point, Mr. Secretary, and I 
perhaps am not very clear in expressing it. Sure it exists everywhere, 
and that is just what I am concerned about—that you think that 
unification is achieved if the Army gets this certain sphe re of the coun 
try, the Navy this. and the Air Force that, an a hee: ause the Army 
doesn’t move into the Navy's sphere and the Air Foree doesn’t move 
into the Army’s sphere, that you have fot any form of unification, 
and I don’t see it at all. 

All vou have done—and TI think you have done it exactly on this 
medical test—all you are doing is just saying, “Well, if the Congress 
Is going to insist on our working together on medical supp! lies, why, 
we will take this little sphere of activity on the west coast and let the 
Army have this, and we will give the Air Force this.” 

Now. the net result is that you are operating three independent 
systems which have to meet somewhe re at the top. Now, In meeting 
there at the top—and that is why T asked you how you set up your 
standards— you are voing to have re presenti atives of those three serv- 
ices meeting at the top to coordinate all of this down at the bottom 
in each of your respective spheres. 
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Are medical supplies, where there is a petroleum inspection or what- 
ever it if we go to this system of just divvying up the United States 
where the Army has this sphere and the Navy that—— 

Secretary Kimpatu. If, for instance, the Navy handled all petroleum 
inspection, you still have to meet at the top to satisfy the other two 
services on what they want, and tell them what you are doing. 

Mr. Curtis. I would much prefer, sir, and I think that any admin- 

trative chart would show if you did that and the Army simply said 
what they wanted, gave the specifications, and it is then turned over 


to one inspection system, you are going to have a lot less personnel. 
I have never seen a personnel chart anywhere that wouldn’t prove 


that thing out. These things are almost rudimentary in procedure. 

Secretary Kiupatyi. I am sorry, sir, I can’t agree on it. 

Mr. Bonner. Mr. Secretary, how many inspectors did the Navy 
have when they did it all? 

Secretary Kimpaty. How many inspectors does the Navy have on 
petroleum 4 

Mr. B NNER. Did they have when they did it all? 

Secretary Kimpauy. I can’t give you that figure offhand. 

haeod ral Fox. We never did it all, Mr. Chairman. We have done 
t all for the Navy. I would like to respond to the general question. 

(The figures referred to follow :) 


As of October 31, 1952, 105 inspectors were employed by the Navy Material 
Inspection Service in connection with the inspection of petroleum. Of this 
number, approximately 95 work full time on petroleum inspection ; the 10 remain- 


ng inspectors engage in petroleum inspection on a part-time basis, as required. 
DUPLICATION OF INSPECTORS IN PLANTS 


Mr. Bonner. Let me ask one more question and then you can answer 
both. Aren’t there some installations where there are three sets of 
nspectors in one plant ¢ 

Admiral Fox. In fuel? 

Mr. Bonner. Either in oil or in other things, electronics, we will 

lV. 

\dmiral Fox. There may be. 

Mr. Bonner. Where there are three different, the Army, Navy, and 
Air Force having an inspection force. 

a Fox. There may still be some left that haven’t been cleaned 
up, bi our policy is to have p ylant cognizance turned over to one of 
the se ate es so there will not be a duplication of inspection, 

I would not state as of tod: Ly that you ¢ an’t find any duplication, 
but wherever we are finding it we are elin ninating it, and a lot of it 
has been eliminated. 


LUBRICATION ENGINEERS 


Mr. Bonner. Isn’t there a scarcity of lubrication engineers? 

Admiral Fox. Not to my knowledge, sir. I would like to answer 
Mr. Curtis’ question. 

This is coordinated at the Director of sup yply M: inagement, Muni- 
tions Board level, who issued a directive to eliminate duplication of 
inspection of fuel: that is the seeiianaatiiedl level. 

‘ow it is not simply that you could give it all to the Navy and 
eliminate the overhead of the Army and Air Force. Each would 





a 
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still have the overhead of its other inspection services, So until you 
can come to accept a single Inspection service for everything from 
sugar up to fuel and from needles to ladies’ hats, you can’t eliminate 
that overhead. 

Mr. Curtis. Yes, sir: I am glad you mentioned that, but if you did 
do that and had a single inspection system, you would be e ‘liminating 
a lot of overhead. 

Admiral Fox. There are many things that could be argued that 
a single inspection service given to one agency to inspect for all three 
would not save the taxpayer any money and might get us into trouble. 

Secretary Kimpatn. It would cause us a lot of confusion, I tell you 
that from my own experience in the business. It would cause you 
terrific confusion. 

Mr. Curtis, There is no sense in our arguing the point here. To me 
it is an obvious thing, and to you apparently it isn’t so obvious. 

Secretary Krupatu. Mr. Curtis, I have had that experience in run- 
ning plants where you have an re service. I have had this 
happen many times from some other branch of the Navy or when some 
other service inspects it according to certain stand: rds as the y inter- 
pret the standards. When that material gets to the prime contractor, 
he can't accept it because they haven't responded to the specifications 
correctly. 

Now you get a theoretical savin 
cal saving. 

Mr. Curtis. I think you are bringing out what I mean exactly. 
Sure there is different interpretations of specifications, and your in- 
spection system is bound to differ and your Army is going to interpret 
one way, your Navy another and the Air Force another, and you do 
not have this uniformity in inspection unless you have a tremendous 
overhead somewhere trying to coordinate that very thing, because you 
are operé ating three indepe ndent inspection services. It can’t be any 
other way. 

Secretary Kimpary. Mr. Curtis, it isn’t even that simple within one 
service. Inspection of petroleum you can put on a fairly simple bai, 
You can write simp ‘ly specifications for it, but where you get material 
where you get into toler: inces and questions ot degree of accepts ibility 
of different basic products, you get a difference of opinion from two 
people reading the same specifications. So, many times even within 
your own service you have got to go out and see that the inspector at 
the other point understands ex: uct ly what you want. 

it wouldn’t make any difference whether you had a single inspection 
service or three of them as long as you get a meeting of the minds up 
and down the line, and it won’t save you any overhead. 

I have been working on overhead in the Navy for 4 years now, and 
I may say I know a little bit about it. There are many places where 
we can, and have, and are continuing, to make economies, but there are 
other places where sometimes we save a penny and spend a dollar. 


r but it does not work into a practi- 


UNIFICITION OR COMPROMISI 


Mr. Curtis. Well, sir, I can’t help but remark in answer to that 
that it looks like unification always ends not in unification but simply 
in just a cold blooded outright compromise bet ween the services that 
are battling with each other, and it isn’t to get any economy in the 
thing. It is simply to preserve the prerogatives of each service. 
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APPLICATION OF MEDICAL TES 


Now. let’s get right back to this medical test out at Alameda. I am 
voing to read again from memorandum of the Department ot Defense 
on Julv 17. 1951. which is basic policy coverning the Department of 
Defense supply system, and here is what is said in there under 5 (¢): 


I’; rity pi shall be given to the feas b lity 


“Priority studv” [ am going to emphasize these words 


‘ 


of assigning to a single military department the responsibility for procurement, 
distribution, including depot storage and issue for classes of Common items of 
pp | equipment and depot maintenance of such equipment Medical 


be the first category to be studied. 


Sully l¢ s shill 


Now. that is evidently what S« crelary Lovett thought at least in 
regard to the dis tribution of 1 nedie: al supplies, t th at the best Way, if it 
could be feasible, was to assign it to a single military department 
nstead of do ne what has now been the case ot just working out a 


comipron se between the services 

The Army is to take Alameda and the Navy is going to have its 
phere in the [ nited States and the Air Force is volng > to be oiven 
{ phere 


Now. I think the same thing can be applied to inspection service 


ot pet oleum, or © thee roasting, or whatever it Is. It seems to me 
that the Departments are more interested in fighting among them 
selves and being sure that each one gets its own prerogatives, and in 
this instance the Navy, who didn’t particularly like the Alameda 
test—that is my own opinion said, “All right, we will let the Army 
have it out there if we will vet another hunk of the country where 
we can do it.” 

Mr. Horrmanx. You mean they compromised ? 

Mr. Curtis. I think it is just an outright compromise. 

Mr. Horrman. Traded. 

Mr. CURTIS, Traded. You Cahn use a lot of language in cle seribi Ah 
t, but it certainly is not following out the directive of July 17, 1951, 
and it is the same thing in this petroleum inspection. 

Secretary Kimpat L. Mr. Curtis, if we study these matters and find 
in fact and in the opinion of our people who study them honestly 
and without regard to the service that we can’t make any saving, 
should we then go ahead and change it just for the sake of change / 

Mr. Curtis. Yes, sir: if someone would take the trouble to tell me 
where they have found the Alameda test shows that it is not feasible 
to assign it to a single military de partment I have heard a lot of 
generalities, but IT have heard ethin g¢ specific on it. Everyone has 
been telling me the Alameda test was a success, until we come to apply 
it to that particular thing we Secretary Lovett was interested in, 
and then we find that although it is a success, you have divvied up the 
cout a oe oh elves. 

The * Force, which isn’t even in the business right now. because 
it wants its sp here, is going to get its own section of the country to 
h — medical supplies. The Navy is going to get its, and the Army 

lready has gotten its. : 

Admiral Fox. What is the basis of that statement. Mr. Curtis? 
\ ou say that they are voing To do that. You have seen something 
evidently that I haven't seen. 
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Mr. Curtis. What I am reflecting in the testimony of Mr. Foster, 
Deputy of the Department of Defense, who testified yesterday. 

Mr. Horrman. He said wherever one service predominated that 
service was going to be it; is that right ¢ 

Mr. Curtis. That’s right, and then said if the Air Force—if it 
looked like the ‘V predominated somewhere on medical supp lies like 
in North Africa, why, we are going to set up a medical supply system 
for the Air Force so they won't be put in an embarrassing light with 
the sister services, because if the Army is going to have its, the Navy 
is going to have its, the Air Force to balance it off has to have its, and 
that’s exactly what we are doing all along here. 

That is not unification. 

Admiral Fox. Frankly you are telling us something we didn't 
know. We weren’t here yesterday to hear Mr. Foster. ‘To the best of 
my knowledge no directive has been issued splitting up the medical 
assignment, nor do I know that that report has been accepted. 

Mr. Curtis. Perhaps not, except that I was using this as an illustra- 
tion. Of course that was Mr. Foster’s testimony yesterday, and we 
had quite a discussion about it at the time. 

I read the same part of the directive of Secretary Lovett’s, but I was 
using that as an illustration on this petroleum inspection where it is 
the same thing. 

There is no question that Secretary Lovett thought and hoped that 
we would have a single military department handling these things, 
and this idea that you now present that it is a good thing to have three 
separate services to divide up the country so that in the Army's 
sphe re, the N: avy and the Air Force don’t interfere, and in the N Vavy S 
sphe re the 2V have got their prerogatives, then you have to try to co- 
ordinate that at the top, and if that is good organization I certainly 
don’t understand it, nor do I think that that is Secretary Lovett’s 
idea, and this directive indicates that he doesn’t think it is. 

I just don’t understand this sort of conversation. There are some 
other questions I do want to ask. 


STOCK FUNDS AND COMMON-USE ITEMS 


In regard to the revolving stock fund for the Marine Corps for 
common-use items, are you applying that or will that be set up to 
apply to only fast-moving items, or is that your slow or common-use 
items ? 

Secretary Kimpauy. I think Admiral Fox can answer that. 

Admiral Fox. That will be set up for all common-use items, Mr. 
Curtis. 

Mr. Cwurrvts. bie had some testimony on that that you may recall 
earlier this year, in which it seemed to indicate that it is only eco- 
nomical when you are dealing with fast-moving items. Now is that 
still the idea or has that been changed ? 

Admiral Fox. We have found it economical in our entire range of 
common-use items. Certainly some of those common-use items move 
much faster than others. 

Mr. Curtis. What if you have some items, for example, that are in 
inventory, don’t move but once a year, which is very true, it wouldn't 
seem to me that a revolving fund would be very economical to put 
those items in. 
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Admiral Fox. Our desire is to eliminate an item—it is not a common 


item if it doesn’t move once a year. 

Mr. Curtis. I can’t agree with you on that definition as to the com- 
monness of an item or as we know common-use items. That is simply 
as to whether it is a mattress, for ex: unple, a mattress mi alt move once 
a year. That probably is not a good exalp le, but just because a 
mattress wouldn’t move fast wouldn't mean it is not a common-use 
item. 

Admiral Fox. I mean by that if it is dead in inventory for a year, 
it becomes suspect of not being a common-use item. It shoul | become 
a technical item. It is an insurance item, in other words, as we term 
tino OUSINeSS, 

Mr. Curtis. I am alarmed that that is the definition of how you 
determine what is common use. I would think common use would 


be more on the basis of whether it 1s common in elvilian use, for ex 
ample, al d common to other services. 

Now that is my understanding, and I am very concerned if that ts 

Navy's idea of how they determine what is going to go into the 
cat gory of common use. 

Admiral Fox. Mr. Curtis, aren’t we talking about the same thing? 
A common-use item has a common inference, at least, that it is an 
item 1! repet SE eeeaa 

Mr. Curtis. No, that is an entirely different aspect of it. Common 
use is Whether it is used by other services or whether it is used in 
C1\ 1] inen leavor. That is the definition of COnMnNOn Use, 

Admiral Fox. I agree with you, but don’t the two go hand in hand? 
If it is a common-use item it is an item that is in fairly repetitive 
iach 

Mr. Curtis. Not necessarily at all. I gave you an example of 
mattresses, Suppose typewritet sare slow moving, a type writer is a 
common-use item. It doesn’t latter whether it moves fast or not in 
the supply system. 

It is a common-use item because common-use items are the kind, for 
example, we are trying to turn over to GSA. 

Admiral Fox. I think the proof is in experience, Mr. Curtis. Does 
a tyvpev riter sit on shelves fora year without MoV ing? 

Mr. Curtis. Perhaps that isn’t a good example. I am trying to get 
the idea across to vou. 

Mr. Horrman. How about socks? 

Mr. Curtis. Here is one. Electronic computers I understand is a 
slow-moving item, but it is also a common-use item used by many 
agencies in industry by the military and so forth. 

Admiral Fox. Electronic computers are not in our revolving stock 
fund. 

Mr. Curtis. Let me pin it down then. 

Admiral Fox. That is a technical item. 

Mr. Curtis. I was going to ask this question anyway. The Navy 
does use that as a definition of a common-use item. In other words, 
that if it is slow moving, that then it is no longer common use, and is 
going to be put in the technical—— 

Admiral Fox. I wouldn't like to emphasize that. I think again we 
are talking about the same thing. Our definition of a common-use 
item is one that is used by two or more customers, and it has a certain 
movement. 


Fe 
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Mr. Curtis. That movement is part of your definition. 

Admiral Fox Certainly. It must be. If it is a dead item, if it is 
just an insurance item, it must move out into one of the technical out- 
fits, because it is just good business. You can’t keep this fund revolv- 
ing if you have got items lying in there that you can’t move, you 
can’t sell. 

Mr. Curtis. I agree with that and that is with regard to revolving 
stock funds all right, but I am deeply concerned about the definition 
of what are common-use items, for many other reasons that have noth- 
ing to do with revolving funds, and I am most interested, in fact I am 
intrigued, with the fact that the Navy defines as part of their defini- 
tion what they are going to throw into the common-use category 
whether it is slow or fast moving. If that is so, I don’t understand the 
Enelish language. 

Admiral Fox. It isnt’ a qi uestion of what you woul | throw in. It 
is what you throw out by experience. If you find an item ths it is not 
moving, there is some reason why it is not moving. It is either not a 
common-use item, or obsolete or obsolescent because you are not selling 
it. 

The life of a revolving fund is the revolving of the fund. If you 
don't sell merchandise you have no money to buy new merchandise. 


REVIEW OF COMMON-USE ITEMS 


Mr. Curtis. Let’s get off the revolving fund then and get directly on 
to what I was going to ask, because so many of the items that Diree- 
tive 4000.8 of November 17, 1952, referred to this ecommon-use cate 
gory, and I was going to ask the question what the Navy is doing to 
review their items in their inventories and their catalogs to have them 
thrown into the common-use category where in my opinion, and in the 
opinion of many others, they prob: ib sly belong 

How are you reviewing those items to throw them in? If your defi 
nition is so as to what a common-use item is, then evidently you would 
take an item that isn’t moving, even though it is used by all the services, 
and used throughout the civilian enterprise, you would then throw 
that into a technical « category ; is that correct ? And then it would 
come out of common use ? 

Admiral Fox. We would examine it to determine whether it is a 
technical item, a slow moving or an insurance item. That is the 
item that you buy because there is a long lead time, and you may never 
need it, but if you need it you must have it right now, such as a shaft 
of a ship or spare prope He r. We hope we won't throw a propeller. 

Mr. Curtis. I can appreciate those. That wouldn’t be a common 
use item because it wouldn’t be common to another service. Take 
something that is common to the other services that meets that defini- 
tion, and then say that it is slow moving. 

You then put it in the technical service simply because it is slow 
moving? 

Admiral Fox. Let’s not say “slow.” Let’s say “dead” item. It isn’t 
moving at all. Slow moving to the extent that in a year’s time you 
have gotten no movement in the item at all. 

Mr. Curtis. I am interested in slow movement, please. 

Admiral Fox. Let’s define that. What is that? 

Mr. Curtis. Something that moves only once a year. 
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Adm ral Fox. I would say it becomes suspect. 

Mr. Currts. And possibly thrown into the technical category. 

Admiral Fox. Possibly taken out of the revolving fund category. 

Mr. Curtis. I am not talking about that now. I am trying to get 
off of that. 

Admiral Fox. I thought that is where you had it. 


ROLE OF GENERAL SERVICES ADMINISTRATION 


Mr. Curtis. When you mentioned your definition of a common-use 
item, I became very much concerned because we are trying to control 
common-use items in another way. 

For example, we are trying to get GSA into the field of buying and 
procuring and handling common-use items for all the services. 

Now if the Navy defines as a common-use item one not simply be- 
cause it is commonly used by all the services, but if it is slow moving 
t is suspect of being common use, and that is the definition you have 
been using, I am very much concerned because we are going to have 
a little harder battle in vetting the Navy to declare items to be com- 
mon use and put that in that category, which they are not now doing, 
and calling them technical items. 

Admiral Fox. I would like to say, sir, you will have no difficulty 
if you will open the doors to the revolving fund. You will get every 
item in the Navy in the common-use-item category. 

Our difficulty is to keep from putting material items into the re- 
volving fund that are technical items, and thereby slowing movement, 
so you get no refinaneing, and vour fund does not become perpetuat- 
ng. It finally becomes solidified. You have no capital to operate 
with. 

Mr. Curtis. T will try once more. Let’s eliminate this business of 
the revolving fund. Let’s consider only the question of common-use 
tems, not having anything to do with the revolving fund. 

We are talking now about the procurement of common-use items. 
We are trying to get the GSA to buy more of those for the Navy. 

Now if the Navy has an item that may be used by all the services, 
and if it isn’t used, isn’t called upon but once a year, the Navy then 
wouldn't refer that to GSA for purchase, for example, but would 
say that is a technical item. Am I not right in your interpretation ? 

Admiral Fox. I say it would become suspect. It would have to be 
examined. It may be an item that was a common-use item that is 
obsolete or obsolescent. We have no demand for it and it should be 
thrown out entirely. 

Mr. Curtis. That’s right. You might declare it to be a technical 
item, though, simply because the demand is only once a year. 

Admiral Fox. That is quite possible. 

Mr. Curtis. Now, Mr. Secretary, I was a little concerned on one 
thing. You said that you had gone into the cost accounting of the 
coffee roasting quite thoroughly. Yet at our hearings out at Alameda 
where we had these people in the Navy who were actually running 
that operation, when we tried to get down to brass tacks on cost ac- 
counting, they didn’t have that information available, and as I recall 
the statements, they had not yet actually gone in and made a cost 
accounting of that operation. 

One thing, for example, I wondered whether the Admiral out there 
had spent some time on watching that plant, whether any amount of 
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his time was thrown into the cost of that operation, and that and a 
lot of other things had not been considered. 

Now this directive of November 17, 1952, on page 3 under “B” Com- 
mercial- and industrial-type facflities states that : 

Cost-accounting methods ill be employed to assist in formulation of de 
cisions concerning cross-servicing, establishment, or continuance of such activi 
ties in or under the Department of Defense. 


COMMERCIAL OR INDUSTRIAL-TYVPE ITEMS 


Referring to commercial- and industrial-type facilities. Yesterday 
I asked Mr. Foster what cost-accounting system had been set up to 
determine just that very thing of whether or not an enterprise that 
the Navy was in or the Army was actually more costly than if we \ 
did it in civilian endeavor, and he said that that had been referred 
back to the services themselves, and that is why I direct the question 
here now. 

What system has the Navy adopte dl of cost accounting to determine 
whether their w ay of doing it is more expensive or less expensive than 
private enterpr ise? Do you have some standard cost-accounting pro- 
cedures now set up / 

Secretary IKIMBALL. Something over 5 vears ago, I took a number 
of the items that we manufactured, such as coffee, and wanting to find 
out if we were making any money by doing that ourselves. [ got some 
figures together putting comparable overhead against them to find 
out whether in fact it was worth the effort to roast coffee rather than 
to buy it from commercial enterprises. Where we found out that we 
were better off to buy from commercial enterprises we quit our own 
processing. In other places where we found out there were some 
savings, we kept on. (See letter to Secretary Kimball and reply, 
p. joD et seq.) 

Mr. CURTIS. Mr. Secretary, are those fivures available to the com 
mittee ? 

Secretary Kimpaty. This is 3 years ago I went into them. We took 
different avenues of approach to find out 

Mr. Curtis. There is the gist of the whole matter. I call it military 
socialism, if you please. In fact, I think that is one reason that we 
have these excessive military budgets in these times, and incidentally, 
it is greater than during the comparable periods in World War II 
when we were really fighting. 

Our budgets are higher, and I think one of the reasons is we are 
going in and duplicating the civilian facilities that exist for those 
operations, and the military are going in and setting up their plants 
to do that very same thing. 

Now the only way we can test it is to get down to the details of 
what cost-accounting system is being used, to determine whether the 
Navy does a thing more cheaply than civilian enterprises. General 
ities don’t serve anything. 


COSTS NEEDED TO EVALUATE OPERATIONS 


Secretary Kimpatt. Generalities are no good. You have got to get 
the figures. 

Mr. Curtis. You have got to get the figures and you have got to 
know what system is being used. The question I am asking is in view 
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of this directive, which is quite clear in my opinion, of November 17, 
1952, which is the identical one that was issued on September 5, 1952, 
what system the Navy is setting up to review these various com- 
mercial-type and industrial-type enterprises they already are in, to 
see whether or not it is more expensive or less expensive, or has nothing 
been done on that ? 

Secretary Kimpatn. We can go check our figures again. What we 
have done on it since the 17th of November I can’t tell you. 

Mr. Curris. Is there any procedure set up? Has anyone been 
assigned specifically to the task ? 

Secretary Kimpatu. That is a continuing job, Mr. Curtis. You 
never finish that job. You have always got to examine your practices to 
see how good they are. We doit regularly. 


SUBCOMMITTEE DIFFICULTIES IN GETTING COST DATA 


Mr. Curtis. When we go out in the field, invariably we don’t get 
those figures, and the people down in the field tell us there aren’t any 
procedures to follow, and that is exactly what we got out in California 
in regard to coffee roasting. We have gotten it all through this 
country. 

PAINT COSTS BEING DEVELOPED 


Secretary Kimpaty. We are getting together figures on paint right 
now. If we examine paint, for instance, and find we are better off to 
buy all of our paint commercially, or we are better off to manufacture 
it ourselves, or make some split in the thing, then we shall decide what 
we are going to do and then do it. We don’t examine every week. 

Mr. Curtis. Then my answer is this. After all, mine is an account- 
ing question. You have not set up any one specifically in the Navy 
organization to review the accounting methods used in estimating 
whether or not the type enterprises you are in ave more or less 
expensive ¢ 

Secretary Kimpauti. Oh, yes. When we review any of those fields 
we use commercial type accounting practices. 

Mr. Curris. But no one has been assigned specifically, there is no 
ud hoe administrator or committee that is going into this to implement 
the commercial and industrial-type facilities and problems. In other 
words, you are just dealing with it as you have been in the past. 

Secretary Kimpauy. Mr. Curtis, this is a little off the subject, but I 
think we could save a lot of money by abolishing some of our ad hoe 
committees. We certainly have many, too many of those. 

Mr. Curtis. I can agree with that, too, if they don’t accomplish 
their function, but I can then assume from your answer I believe that 
you have not regarded this as a special problem, and that all you are 
doing is what you have been doing in the past. 

Secretary Kimpaui. We review at different times the places where 
we manufacture things, to see if we are in effect making money that 
way. | 

Mr. Curtis. What spurs you to review a particular thing? If some 
industry complains about something, or what would cause you to re- 
view, for instance, coffee roasting ? 

Secretary Kimpa.u. In the case of coffee roasting, I undertook a few 
years to go around to every place that we were manufacturing differ- 
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ent items for I wanted to find out if we were right in manufacturing 
those items or if we could buy them more cheaply. 

Mr. Curtis. How about the overhaul, for example, of civilian-type 
vehicles? Has anybody gone into that to see whether or not—— 

Secretary Kormits. We have had a program on that for a long 
time. 

Mr. Curtis. Would those figures be available? I don’t understand 
generalities, I'll be frank with you. I can see a cost sheet and tell a 
little bit whether or not I think you actually are giving civilian enter- 
prises a fair break or whether indeed the cost is being borne by the 
United States taxpayers for these civilian-type ente rpris es that you 
are in, because you can easily hide overhead, and that is what is usually 
done. 

The Government can easily hide the overhead in general taxes or 
your general appropriations, and not allocate it specifically to the 
type enterprise you might be in. 

Admiral Fox. Mr. Curtis, I furnished copies of the cost study of the 
coffee operation at Oakland and at Brooklyn to this subeommittee over 
a year ago. (See hearings on Federal Supply Management (Military 
and Related Activities), p. 131; also Field Conferences on Federal 
Supply Management, pt. ITT, Oakland Exhibit 5, p. 443.) 

Mr. Curtis. Yes, sir; and that is exactly what alarmed me, because 
those cost studies I would not say would give civilian enterprise a 
break. 

Admiral Fox. The cost study that I have reference to would. It 
included every element of cost. 

Mr. Curtis. Oh, yes: that’s right, Admiral—— 

Admiral lox. It included every element of cost that you find in a 
comparable commercial operation. I would like to say that we have 
a program to examine everything that we are manufacturing in the 
Navy to see whether, on the basis of commercial-cost structure, we 
can do it more cheaply or save any money. 


PAINT STUDY BEING MADE WITH INDUSTRY 


Currently we have a paint study going on in cooperation with 
industry. We have set up the cost of our manufacture of paint on 
exactly the same format as commercial-paint operations, = in 
coope ration with people from industry we are today—as of ster- 
day, Commander Goodwin just came back from New York adhe 
our paint-manufacturing operation from the basis of commercial costs, 
so that the industry panel can advise the Secretary whether we shoul id 
stay in the business or get out of the business. We are going to do it 
on rope; we are going to do it on everything that the Navy manu- 
factures. 

Mr. Curtis. Has the Navy to your knowledge 





NAVY REVIEWS MANUFACTURING OPERATIONS AT REGULAR INTERVALS 


Secretary Kimpatu. We have done this before. This isn’t some- 
thing new with us. We review at regular intervals. 

Mr. Curtis. That is what is worrying me, because it is a continua- 
tion of the past procedure, and I do know the over-all picture. Has 
the Navy ever gone out of any business that they went into? 
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COFFEE FIRST GIVEN COMMERCIAL TYPE STUDY 


Admiral Fox. The first study that we conducted on the basis of 
commercial cost was coffee. We haven't gone out of the coffee busi 
ness yet, and I think from the information that I have seen, it is 
indi . od that we should st: L\ in the coffee business. 

Mr. Curris. Yes; that is just the — I am making, Admiral. 


I don’ ay we of any instance where the Navy ever did go out of any 
adeues “— they went into. I will tell you an example on a small 
scale of a business you have gone into, these marking devices for 


marking ne parts, sort of a stamping process. It requires to set 
up a little plant maybe about ten or fifteen thousand dollars to buy 
your equipment, 

~ There are ee of those companies throughout the country. 
Yet the Army, the } Navy, and the Air Force, instead of utilizing those 
facilities already existing in many Instances, are Fong ahead and 
buying this same cos stly equipment and inst: alling it so that they can 
clo if themselves. 

The Te has been ho cost analysis of those things. That is what has 
disturbed me. They ae vo in, 

It is easier ap parently t o go ahead and do it and then you can 

sk ies more personnel, too, and that is what is building up the cost 
of the military, as I again say, military socialism where the military 
is doing everything. 

Iam di sturbe “<d about your cost system. And the fact that you tell 
hat you are doing now is what you have been doing before makes 
me very alarmed about it. 

I have thought, and I am satishied IT am right, that in this directive 
the Department of Defense has issued where they talk about this 
commercial- and industrial-type facility, they are asking that the 
thing be reexamined and to look into your cost system. That is what 
Secretary Foster I thought assured me as to what he thought. 

For example, he said ask the individual services. They would be 
setting up a system that would review their previous methods 
est! mating whether or not they were doing it with more expensive 
procedures, because you have just built up a tremendous overhead 
throughout this country doing and duplicating civilian enterprise. 


me W 


NAVY POLICY IS TO BUY COMMERCIALLY WHEN MORE ECONOMICAL 


Secretary Kimpartt. I am sorry I have to disagree with you on 
that. Asa general principle and as a fact, we buy from commercial 
people everything that we can buy to save any money on. 

Now, if for some reason we have had to go into roasting coffee or 
making paint, you will generally find, if you dig back in the history, 
that we have been overcharged for a period of years on some com 
modity and we have set up our plant in self-defense. 

| have worked for 4 years at this business to keep the military out 
of being in any business that competes with commercial business, and 
in.my mind—and I have studied this very carefully—in the instances 
that we are in manufacturing operations, generally we are saving 
money or we wouldn't be in them. 

Mr. Curtis. I appreciate the objectives. Our objectives are the 
same, and there is no sense in restating the fine principles, because we 
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are all interested in that. It all comes down to details, and I must 
Say that the United States Navy is 1n business to a very great extent 
in the United States, and I think everyone in the country is well 
aware of it, but Tam alarmed. 

This directive as far as the United States Navy is concerned, doesn’t 
seem tO me—you don't feel, in other words, to sum it Up, that this 
would call upon you to change what you have been doing in the past. 
You are going to follow the same procedures that you have in the 
past, because you think you are doing a good job. 

Secretary Kimpatt. We will review it at regular intervals, and if 
we can find a reason to change it, we will. 

Mr. Curris. You don’t see any reason / 

Secretary Kimpaun. No, sir. 

Mr. Curtis. That is the gist of it 


COMMERCTAL ACTIVITIES TO BE REVIEWED 


Admiral Fox. We do have a program, Mr. Curtis, to reexamine 
these things in the hoht of that directive, but these studies are not 
something that you can do ina day. 

This paint study is going forward with the cooperation of the 
industry, which is vitally interested—and let me state that those gen 
tlemen also suspect we shouldn’t be in the paint business. We brought 
them in. We have nothing to hide. We want to vet the most defense 
we can get for the American taxpayers’ dollars. 

Mr. Curtis. Admiral, no one is disputing these fine general prin 
ciples. I know vou are interested, and I know the Secretary is, and 
I know the people under you are, and so am I, but it comes down to 
examining the procedures. 

I am not attacking your motives or your integrity. Now, let me 
give you an example. 

We get into this wood- preservative business. They call in industry, 
they say. I vet down into it and find out, who ‘do they eall in? 
They have called in the people that se ‘Il the wood preservatives, not 
the people that have got the costly fac ilities to preserve this wood. 

Now, they say, “We called in indus try.” Well, actually, they called 
in the people who are selling these liquids, and so forth. They don’t 
care whether they sell to the Army, the Navy, and Air Force, or to 
petals enterprise, but private enterprise has got a capital investment 
there that the Armed Forces are duplicating. 

As a matter of fact, I might add a further thing—and this is a state- 
ment I have heard made. Actually, the people that are selling the 
wood preservatives are a lot happier selling to the Army, the Navy, 
and Air Force, because they can count on a lot of overbuying, where 
if they sell to civilian industr y, they wouldn’t have as good a market. 
so they actually give it a little bit of boost. Private industry isn’t 
wholly innocent in this thing. Don’t misunderstand my position on it. 


COST STUDY WILL DETERMINE IF NAVY WILL STAY IN PAINT 
PRODUCTION 


Admiral Fox. Let me respond to that. Mr. Curtis, in this paint 
study it is some of the biggest manufacturers in the country that are 
in it. Now, literally we are all around the same table, and we have 
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asked them, “Criticize us, tell us, should we stay in the paint busi- 
ness, should we get out?” If the result of that study indicates we 
should vet out of the paint business, I shall recommend to the Secre- 

ary of the Navy that we close those two paint factories, one on the 
east coast and one on the west coast. 

Mr. Curtis. If there were any example that you could cite me where 
the Navy has gone out of business, I would be much relieved; but 
vhen it is always a one-way street, I can’t believe that the system that 
you are following to analyze your costs can be too good, because I 
know there are many times that the Navy might have gone into some- 
thing very prope rly, but the h over a pe riod ot years the *V would have 
found out that it would be much better to have private enterprise do 
the job, | ut that. as near as | know, has never occurred. 

Secretary Kimpauyi, Actually, there are very few things that we 
are 1n. 

(Admiral oq Let’s put it another way. The things that we are in 
we SI hould be 


NAVY MAKES OPTICAL EQUIPMENT 


Mr. Curtis. Well, that goes down to details. 

Now you are in the optical business. We found that out. You 
had a lot of optical — nt lying around, so decided to get a lot 
of personne ‘1 to go 1nto the business. That is the kind of thing [Tam 
interested in. 

Nobody reviewed that from a cost-accounting basis, but you went 
into the optical business, and now you will have a great defense as to 
why you are in it, but I happen to know a little of the circumstances 
of your going into it in the first place. 


END-OF-YEAR OBLIGATION 


Let me pass on from here, because we could discuss this at some 
length. I had one other question I wanted to ask about the directive 
1f November 17, 1952, 4000.8. That is in regard to procurement. 

It is listed there, though, under H, “Production,” and, of course, 
they state the basic principles that we all hope are being followed. 

Procurement and delivery of all items must be scheduled and carefully planned 
to meet the actual service needs, 

That is our objective. Now the question I have is this: On the con- 
tract obligation, in obligating the appropriated funds, we have found 
in the Congress, and I think to the Attorney General’s knowledge, that 
the services, not the military alone by any manner or means, right 
before the end of the fiscal year, there is a great hurry-up to obligate 
funds, and if there are unobligated funds. they obligate them because 
if there is any unobligated fund, the Congress is apt to cut it off. 

I went on the floor of the House during debate last year to cut off 
your unobligated funds, and I met this strange argument on the floor, 
that if you do that, you are going to encourage the services to be still 
more unrealistic in obligating the funds. 

So my question is in the light of this new directive, is anything being 
done to try and avoid this danger that does exist of not applying } your 
obligation of funds to the fine principle set out here, but in turn 
applying it to what might be still unobligated on your appropriation 
book? Is there any special study being done on that? 


FEDERAL SUPPLY MANAGEMENT 169 


OBLIGATIONS TO BE PRORATED OVER YEAR 


Secrets ry Kime ALL. We are try! he to ob he: ate our funds in a little 
more orderly manner by months and by quarters to spread it out over 
the year. 

Mr. Curtis. If you do that, then you wouldn’t have this big hump 
which existed last year around March. The obligation of funds in- 
creased 100 or 200 percent, as I recall the figures. 

Secretary KimpBaLn. Of course last year you oh ne took a long 


time to give us the money, so instead of having a year to spend it, we 
had about 6 months. You get into practical diff icaltie s that you have 


something you want to buy and maybe the first price you get on It 
isn’t high enough, or is too high, so you dicker around a little more 
and sometimes it takes quite a long time to get what we think is a fair 
deal. 


We are, as a matter of fact, a little hard to do business w ith. The 


fellow that signs the contract with us, it is a contract about that thick, 
and he wants to read it. 
Mr. Curtis. Mr. Secretary, we can be assured that there is an effort 


being made in the Navy to see that the principles of purchasing follow 
the lines of the directive under H, “Production.” and there is going 
to be no more, or at least we hope there will be no more, of this business 
of obligating funds just to get them obligated. 


NAVY PROCUREMENT REVIEW 


Secretary Kimpati. Every Monday morning at 9:45 Admiral Fox 
sits up with the bureau chiefs and tells every one of them what they 
are doing badly and where they are doing it, and I sit in on that and 
the Assistant Secretary sits in on it. 

Mr. Curtis. I have some testimony from a procurement officer, not. in 
the Navy, that they actually set the clock back in Philadelphia in order 
to get these letters out so that it wouldn’t be beyond the date. 

Secretary Kimpatu. I wouldn't be surprised. 

Mr. Curtis. I know, but that is the thing that exists, and I think if 
you talk to any procurement officer down at the lower level, that that is 
exactly what goes on, and that is not following out the general prin- 
ciples. 

Secretary Kimpaty. Well, this year we are trying very hard to get 
this in an orderly procedure spread out all over Pe year. We are 
examining weekly the figures to see what we are behind on, to find 
out where the bottlenecks and the troubles are, and we are getting 
them broken loose. 


BUDGET BUREAU REQUIRES PROPORTIONATE OBLIGATION 


Admiral Fox. We can’t do it this year, Mr. Curtis, because they have 
an edict which emanated from Mr. Ward’s bureau through the OSD 
Controller’s office that no service may obligate more than 125 percent 
of the proportionate share of the annual appropriation in the last 3 
months of the year. 

Mr. Curtis. So they are hitting at it that way. 

Admiral Fox. Yes, sir. They have got it under wraps this year. 

Mr. Curtis. Thank you. 
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NAVY PAINT STUDIES 


Mr. Bonner. Mr. Hotfman ? 


Mr. Horrman. I understood you to say a while ago that the Navy 


made pa nt. 
Secretary KimpBart. Part of our paint, sir. 


Mr. Horrman. And would it be very much trouble to file a list of 


the items which the Navy does make ¢ 

Secretary Kimpaui. No, sir. 

Mr. Bonner. That will be placed in the record at this point. 
Mr. Horrman. I would just as soon put it in the appendix. 

{ | he aocument above referred to follows :) 


Items of paint ¢ irrently being manufactured bu the Nary 
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Items of paint currently being manufactured by the Navyu—Continued 


Percentage | Percentage 


currently currently 


Stock No escription Unit manufac- | purchased 
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NAVY COMMERCIAL-TYPI ACTIVITIES 


Secretary Kimpau. Generally we make part of our paint, part of 
our rope, We roast our coffee, make part of our clothing. We overhaul 
our airplanes and combatant vehicles. 
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Mr. Horrman. Then I understood either you or the admiral to say 
that your provision for that procedure was to get the utmost for the 
taxpayer's dollar. 

Secretary Kimpatu. Yes, siz 

Mr. Horrman. M Ly it be stated then as a broad general principle 
that the N: avy goes into any and ever V business, production, transpor- 
tation, manufacturing where it thinks it can make a better bargain 
than it would get on that particular item ¢ 


NAVY AVOIDS GETTING INTO BUSINESS 


Secretary KimpBatu. No, sir: we seek to avoid getting into any 

Mr. Horrman. But if you can save the taxpayer's dollar—— 

Secretary KimpaLn. If we are sure we can save money over what 
we are paying for an article, then we get into it, but usually only part 
Way. 

Mr. Horrman. That is somewhat similar to the REA practice I 
think where in the beginning they were granted authority to do a 
certain thing, electric-light wire, and then a little later they wanted 
to put in telephones suns they had electric-light wire, and then 
they wanted to manufacture telephone poles and so on. 

Secretary Kimpauy. I don’t know about that, sir. 

Mr. Horrman. If we want to save the taxpayer’s dollar—I guess we 
all think that is a very laudable purpose, but you can’t do anything 
except to spend the taxpayer’s dollar. 

Secretary Kimpatn. Sir? 

Mr. HorrmMan. You can’t do anything except as you spend the tax- 
payer's dollar. 

Secretary Kimpatu. That’s correct. 


or 


GOVERNMENT BUSINESS AND THE TAX STRUCTURI 


Mr. Horrman. Now if you go into all these businesses, where are the 
individuals and the corporations and the partnerships back home to 
get any dollars to give you ¢ 

Secret: ry KimpaLn. We try not to go into these businesses. 

Mr. Horrman. I know, but if you are going to make paint and a lot 
of other items, you cut off the tax dollars which the paint manufac- 
turers and the other fellows who are engaged in these other lines of 
business might otherwise contribute to the Federal Treasury, don’t 
you! : 

Secretary KiMpBatt, — right, sir. 

Mr. Horrman. Then isn’t your policy certain to defeat itself ? 

Secretary KIMBALL. No. S 

Mr. Horrman. It will iy “_ the sources of taxation. 

Secretary Kimpatn. We do not want to go into competition with 
private industry. That is our main basic policy. 

Mr. Horrman. That is what you say. 

secretary KIMBALL. That is so, 

Mr. Horrman. <All right, we will see whether it is. I am a paint 
manufacturer. I employ so many people, all of whom presumably, 
if they get enough, pay income taxes. I pay an income tax if I make 
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a profit. You get those tax dollars. Now, if you go into the paint 
business, where are you going to get the money to run it if I am out of 
business ? 

Secretary KIMBALL. I would like to speak to the matter of paint for 
just a second. 

Mr. Horrman. I do not care anything about paint. 

Secretary Kimpauy. | think it is quite important. As a matter of 
principle, I would like to talk about it. 

Mr. Horrman. No. I do not want to talk about the paint business. 
I want to talk about this idea of how, if the Government itself goes 
into business on tax dollars, the taxpayer is going to continue to have 
tax dollars to meet his tax bill 4 

Secretary Kimpati. In my opinion, the Government has no busi 
hess going into competition with manufacturers if the manufacturers 
can produce the Gover hment requirements. 

Mr. Horrman. No— 

Secretary Kimpati. Now, you brought up paint, sir. 

Mr. Horrman. Now, Mr. hairman, | do not want to LO into a 
long, long thing. It is just a very simple proposition that I have in 
mind, and the argument that I am making 
itself oes into all these businesses which are profitable, and makes 
something, there cannot be any taxes. Do you not see that? I mean, 
the individual cannot pay taxes, 

Secretary IKKIMBALL. I am in business myself. I agree with that 
comp letely. 

Mr. Horeman. That is all I care to talk about. I just wanted 
bring it out. 

Mr. Bonner. Would you permit me to read an excerpt from the 
confidential committee print on commercial i operations in the 
Federal Government, along the lines that you have just indicated ? 

Mr. Horrman. Yes. 


Mr. Bonner (reading) 


is that if the Government 


Theoretically, everything that is done by the Federal Government agencies 
could be done by or through commercial concerns, States, counties, municipalities 
or cooperative projects. It is recognized further that the Government should 
pay a reasonable profit for what it gets, and the factor of fair profit alone is no 


excuse for the Government taking over. On the other hand, every profitable 
and unprofitable activity of « nation could be usurped by a socialized state devoid 
of the urge of personal incentive. As big Government gets bigger. there is a 
tendency for Government agencies to take over more and more activities, some 
times justifiably and sometimes through desire rather than necessity As all 
things are related, one enterprise leads to still anothet Sometimes activities 


are started on a small scale, and historical precedent becomes an excuse fot 
continued operation on a large seale. 

I think that is along the lines that you are inquiring about. 

Mr. Horrman. Thank you. 

Mr. Bonner. The subcommittee made that observation in dealing 
with the subject sometime ago. 


GENERAL EISENHOWER’S PHILOSOPHY ON SUPPLY 


Mr. Horrman. If the Government continues to extend its activities, 
it dries up the source of its income. 

Now, yesterd: 1y—an id it is page °1 of the stenogr: ap yher’s minutes 
Mr. Bonner called attention to a statement which was made by Gen- 
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eral Eisenhower ata hearing of the subcommittee presided over by 
Mr. Bonner on the 24th dav of November 1951, in Paris. It 1s found 
on pages 1263, 1264, 1265, and 1266 of the Federal Supply Manage- 
ment Overseas Survey, I et second Congress, first session. 

Mr. Bonner, I would ask, if it is only those pages, that the General’s 
statement be printed. T wa one to which Mr. Bonner called attention 
Ison page 1265. 

Mr Bonner. For the benefit of these gentlemen—it is not long; 
Is it 4 

Mr. Horrman. Tam just putting it in. I do not know whether they 
have anything to do with it. 

Mr. Bonner. I do not know whether they hs ave copies. 

Mr. Horrman. I am not going to ask them about it. It is just for 
our record. 

Mr. Bonner. Yes. 

Mr. Horrman. I wish to call attention to the next to the last para 
graph On page 1264, where the general in testifying said that he was 
first impressed by the philosophy of a man he served under, and then 


said : 

After getting more experience and seeing some of the possible weaknesses 
in that type of organization, | have come to the conclusion that it would be 
better to develop what we now have along proper lines, and with proper au 
thorities vested in the Secretary of Defense, than to adopt the idea of a fourth 
service 


Then he refers to an assistant secretary for supply, and that is what 
Mr. Bonner called attention to. [Reading :] 

For example, I believe that, if an assistant secretary of defense were created, 
the secretary and the assistant secretary should be required to live with their 
jobs for a sufficient length of time—say 3 or 4 years—to permit them to under 
stand fully the problems involved and to reach some conclusions as to what is 
needed in the way of organization changes or other modifications of the présent 
system. Then. and not until then, the Congress might call for a report and 
recommendations to give you a basis for possible legislation. All this, of course, 
presupposes that the Secretary is meanwhile given sufficient authority to make 
decisions on points Where services cannot reach agreements. 


AUTHORITY OF COMMANDER IN CHIEF 


Now. I ask the er is not your understanding that the Presi- 
dent, as Commander in Chief of all the armed services, has the au- 
thority not only to m: os recommendations but to force each service to 
comp sly therew ith ? 

Admiral Fox. Unquestionably. 

Mr. Horrman. Then is there any reason, for example, why if we 
had a President who knew his business and who had the courage to 
follow the thought that he had, which would, in his opinion, secure 
economy and efficiency, the President as Commander in Chief could 
not tell the armed services’ representatives to do this, that, or the other, 
and force them to do it ? 

Admiral Fox. There is no question about 

Secretary Kimpatu. Surely. 

Mr. Horrman. Now we will have as President a military man, Gen- 
eral Eisenhower. He was the Chief of Staff: was he not? 

Secretary Kimpatu. Yes, sir; he was Chief of Staff 

Mr. HorrmMan. Now, as President and Commander in Chief, will he 
not have authority over all of them ? 
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Secretary Kimpatn. Yes, sir. 

Admiral Fox. Yes, sir. 

Mr. Horrman. Is there any reason why he cannot, by order as 
Commander in Chief, tell the Army, the Navy, and the Air Force 
to do the things which he thinks would bring us economy and efficiency 4 

Admiral Fox. There is no question about it. 

Mr. HorrMan. And, if that were done, would there be any need, in 
your opinion, for a congressional committee to sit here and study 
the subject and make recommendations 4 


Admiral Fox. No, sir. 
SHORT CUT TO ECONOMY AND EFFICIENCY 


Mr. Horrman. And presumably, General Eisenhower, with his 
knowledge gained at West Point and all of his vears of experience, 
would know more about that than we would: would he not, naturally 4 
I am trying to get a short cut toward efficiency and economy and 
unification in the armed services’ purchasing and in all their activities. 

Admiral Fox. Responding to you, sir, it is perfe: 
logical that he should, with all that background an 
enough to direct the Armed Forces of the United States. 

Mr. Horrman. And he has the authority to make them follow his 
recommendations: has he not / 

Admiral Fox. There is no question about it. 

Mr. Horr AN. That is all I have on that. 


thy re asonable and 
| experience, know 


FULL TEXT OF GENERAL EISENHOWER 'S STATEMENT 


Mr. Bonner. Since you have brought this matter up again—and | 
have been very careful, and I want everyone to know that I have been 
very eareful, in referring to the general's statement—atl the time that 
we saw him, I had in mind then that we should give the general the 
opportunity for detailed thought in making his replies to us, because 
I thought of the future at the time. But, since you brought it up, 
I thought it would be well to read into the record the general's State 
ment, which covers to a great extent the effort that this subcommittee 
has been trying to make and the results that we have been trying to 
reach. 

(General Eisenhower's statement referred to by Mr. Hoffman and 
Mr. Bonner is as follows :) 

General EISENHOWER. Gentlemen, you have asked me what I had in mind, as 
far as common supplies are concerned, when General Spaatz and I made what 
you refer to as the Eisenhower-Spaatz agreement several years ago when I was 
Chief of Staff of the Army. That's a broad question, but I believe I can give 
you a simple answer by saying that when General Spaatz and I served together 
during the last war we frequently discussed ways and means of reducing what 
we believed to be a waste of supplies and of manpower through duplication of 
effort between the services. I reached the conclusion, and I am sure that he 
did also, that something had to be done to provide a system under which each 
service and each force could have all that it needed for its operation without 
a lot of duplicating hospitals, depots, and other supply overhead. I felt that 
much could be done to improve the situation that existed in the services at 
the end of the war. Consequently, when Spaatz and I talked things over in 
Washington after the war, we agreed that the policy on which the Army and 
Air Force supply and service arrangements should be based would be that of 
common service to the greatest possible extent. The so-called Eisenhower-Spaatz 
agreement was intended to implement that agreement on basic policy 
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D FOR STANDARDIZATION OF COMMON SUPPLY ITEMS AND SERVICES 


Since you are primarily interested in common supply items and common 
services, I can illustrate some of the things I had in mind by giving you a few 
examples. Take blankets and bed sheets, for example. I saw no reason why 
there should be numerous types, sizes, and specifications for those things. I 
believed that a good blanket could be bought by the Department that would 
serve the needs of all departments, and so could a good sheet. There was no 
need to have a number of different sheets or different blankets, merely because 
some were needed, for example, in barracks, others in hospitals and others on 
ships. Mops, brooms, soap, and other ordinary supplies are also good examples. 
In the same way, I could see no good reason why bread baked in an Army 
bakery could not be eaten by Air Force men, and vice versa. This same reasoning 
can be applied to the majority of commonly used equipment, such as rifles et 
cetera Mind you, I am referring now only to items and services that have 
some common use, and not to the technical items which are limited in use to 
one service. 


GENERAL EISENHOWER ON DEPARTMENT OF SUPPLY 


With reference to my views on a common supply service or similar organiza- 
tion, I will say that at the end of World War I I was greatly impressed by the 
philosophy of a man under whom I served who felt that a common supply 
service Was the most satisfactory way of approaching this problem. However, 
after getting more experience and seeing some of the possible weaknesses in 
that type of organization, I have come to the conclusion that it would be better 
o develop what we now have along proper lines, and with proper authorities 
vested in the Secretary of Defense, than to adopt the idea of a fourth service, 


NEED TO STRENGTHEN AUTHORITY OF SECRETARY OF DEFENSE 


I feel that what is really needed to accomplish what you gentlemen are seeking 
is to vest in the Secretary of Defense sufficient authority and responsibility to 
permit him to accomplish whatever degree of improvement in the efficiency and 
economy of our service and supply systems as is now necessary or that becomes 
necessary as time passes. I believe that the Secretary might well have a 
civilian Assistant Secretary to look after the development and improvement of 
our military supply system, but I am not in favor of having such an assistant 
placed by law in direct control of the supply organizations in each of the 
military services, nor should his powers and detailed duties be prescribed by 
legislation. Rather, they should be delegated to him by the Secretary. He 
should function as an Assistant to the Secretary, not as an independent official, 
and any authority needed should be vested by legislation in the Secretary as 
Chairman of the Munitions Board as a part of his duty, acting under authority 
of the Secretary. 


NEED TO DIVEST BOARDS AND AGENCIES OF LEGISLATIVE AUTHORITY 


In this connection, I feel that consideration could well be given to a review 
of existing legislation which prescribes the duties and authorities of such 
bodies as the Munitions Board, with the objective of vesting such authorities in 
the Secretary of Defense rather than in his individual assistants or in boards 
within the Defense Establishment. 


CAUTIONS AGAINST HASTE IN CHANGING MILITARY SUPPLY SET-UP 


In any determination by the Secretary or his Assistant for Supply, or by the 
Congress, of steps to be undertaken to improve military supply administration, 
my view is that you should make haste slowly. Those problems cannot be 
solved overnight. For example, I believe that if an Assistant Secretary of 
Defense were created, the Secretary and the Assistant Secretary should be 
required to live with their jobs for sufficient length of time—say 3 or 4 years— 
to permit them to understand fully the problems involved and to reach some 
conclusions as to what is needed in the way of organization changes or other 
modifications of the present system. Then, and not until then, the Congress 
might call for a report and recommendations to give you a basis for possible 
legislation. All this, of course, presupposes that the Secretary is meanwhile 
given sufficient authority to make decisions on points where services cannot 


reach agreements. 
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NEED FOR UNIFICATION OF LOGISTICS IN THEATERS 


With reference to your question as to whether there is a need for unification 
of logistical operations to support unified commands in our oversea theaters, I 
will say that I am convinced that more unification is needed in logistical matters 
in all theaters. To my mind, the senior United States commander in any 
theater—be he of the Army, Navy, or Air Foree—should have responsibility and 
powers for the over-all coordination of logistics and the exercise of all possible 
economies in Common items or common supply functions. 


COMMENTS ON SERVICE TRAINING SCHOOLS 


You bring up the question as to how our present military schools at West 
Point and Annapolis can train commanders in the handling of triphibious forces. 
Actually, these schools are giving instruction in these techniques, but they do 
not exist for this purpose. Whereas our service academies at West Point and 
Annapolis give the cadets the rudiments of military training, their primary 
purpose is the development of character which will go to form the foundation 
of career-service officers. The training in which you gentlemen are specifically 
concerned should come from all of our service schools, after the cadet or mid- 
shipman is commissioned, beginning at the lowest and running up to and includ- 
ing the National War College. A careful study of their curricula to see that 
these service schools fully emphasize this highly necessary type of training is a 
well worth-while project. 

With respect to the question of independent supply systems, I fully agree 
with the thought that “it is common knowledge that warfare today requires 
continued use of land, air, and sea forces in every operation of any consequence.” 
However, I have already given you an answer to a previous question that is 
equally applicable here. 


DEVELOPMENT OF SUPPLY CONSCIOUSNESS AND DISCIPLINI 


I believe that this covers, in a general way, all the questions that you gentle- 
men have asked me. I am fully in sympathy with your objective of eliminating 
waste and reducing the cost of the Military Establishment while still providing 
all of the supplies and services that the Armed Forces need. The services are as 
vulnerable to the pitfalls of bureaucracy as anyone else. I believe that de- 
velopment of a greater supply consciousness and supply discipline throughout 
the military services would assist in achieving economy, und congratulate you 
on the steps you have taken to emphasize that aspect of your objective in your 
visit to this area. Again, our service schools could make a great contribution 
in this respect. 

Mr. Bonner. That is what this subcommittee has been driving 
toward all the time, trying to get some unification in supply manage- 
ment. The general puts his finger on it here and agrees with us. 
That sums up what this subcommittee has been driving toward. There 
are just case after case where there are not only 1, 2,3, or 4, but 15 or 
20 different sizes, colors, and so forth, of the same item, that causes 
millions and millions of dollars to be invested in items stored 1 
depots and warehouses where all the services will not use them. 

I think that sums up the effort that this subcommittee has been 
trying to make for these 2 years. 

"Mr. Horrman. I want to thank the chairman for that statement. 
Of course, I was not at all critical about the reference that you made 
yesterday. I think that it was very worth while and a good one. 
The only point that I had this morning in bringing up this matter 
was that, the general having had a very wide experience over a long 
period of time and being now Commi ander in Chief, as President, he 
has the authority to put into effect his own recommendations there 
that he made, that the chairman just read, and any others which would 
give us greater efficiency and economy in connection with the opera- 
tion of the armed services, : as he not? 


Admiral Fox. He has, s 
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Mr. Horrman. That is all I am trying to say. If he did that and 
used his knowledge, there would not be any need of so many con- 
gressional hearings and so much time that the gentlemen in the serv- 
we have to spend with us, and there would be better results, too, for 
that matter. 

I was not attempting to outline to the President-elect what he 
should do. I was just calling attention of the people and the tax- 
pavers to the fact that he has the power to do the very things which 
he recommended, and which this committee is seeking to bri Ing about. 
That is all. 

Now, there is one other thing that I want to refer to. I understood 
you to express a lack of knowledge of the testimony that was given 
here by Mr. Foster in connection with the supply bases. Mr. Foster 
had been talking about the Alameda experiment, and I asked him 
this question: 


Then if in area A you had more Army men than you had Navy men, the Army 
would have charge of the stockpile. 


Mir. Foster answered, and the stenographer’s minutes read: 
‘They were truly the dominant service 


[ assume he meant: “If they were truly the dominant service, yes. 
That would be the direction in which we would move.” 

I then asked: 

Then if they moved out and the Navy moved in, would you switch? 

Mr. Foster answered: 

That very infrequently happens. It might well be if the entire Army activity 
were removed, it might be necessary to supplant that with Navy personnel 

Of course, the substance of what he says is that the charge of a 
particular stockpiling base would be under the service which had the 
greater number of men and the greater quantity of supplies. You 
did not understand that that was the case. I gathered. 

Admiral Fox. Mr. Hoffman, I asked for information. I assure 
you, I was not trying to be facetious. 

Mr. Horrman. Oh, no. 


NO DIRECTIVES ON ALAMEDA TEST TO DATE 


(dmiral Fox. No directives have been issued, to mv knowledge, as 
a result of the Alameda study, and I was simply askine for infor- 
mation. 

Mr. HorrmMan. You are correct about that. 

Admiral Fox. I think that Mr. Foster was giving you his opinion 
of what they intend to do from that level. We get our ‘directions from 
his level, as you well know. 

Mr. Horrman. After they issue the order ¢ 

Admiral Fox. Yes. 

Mr. Horrman. That is all I wanted. 

Admiral Fox. And what they tell us to do, we do, just as we will 
do it for the President-elect, if he tells us to do things. 

Mr. Horrman. I thank you very much. 

Mr. Bonner. Is there anything further? 

Mr. Horrman. No. Ihave no more. Thank you. 
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Mr. Bonner. I might say that this hearing is scheduled to recess 
at 12 o'clock, and we have 20 minutes left. 


Go ahead, Mr. Meader. 


STANDARD FORMS AND PROCEDURES 


Mr. Meaper. Mr. Secret: ary, yesterday we talked at some length 
with Mr. Foster and his associates about standard sup : i procedures 
and forms as between the different services. I would like to have your 
statement on what progress has been made in eliminating differences 

procedures and forms, requisitions, and ptaapines on stock levels, 
and so on, and your statement as to whether or not there is : any reason 
growing out of the mission of the different services why there should 
be any “difference. or whether there is simp rly al historical « yr tradi 
tional basis for the differences in these proc edures. 

Secretary KimBa.t. Speaking of forms; the question of forms being 
standardized is a continuing problem that is under study all the time 
because the number of forms runs into many thousands. We are 
trying very hard to standardize them between the services, but it is a 
very large job. 

Mr. Meaper. Now, for example, with respect to the form of requi- 
sition, is there an identical form of requisition now as between the 
Army, the Navy, and the Air Force / 

Secretary Kimpaty. I cannot answer that question. Maybe Ad- 
miral Fox ean. 

Admiral Fox. No, sir. Their forms of requisition are still different, 
Mr. Meader. 


NEED FOR UNIFORM FORMS AND PROCEDURES 


Mr. Mraper. Now, let me ask, Admiral, is there any possibility of 
establishing common supply if your procedures and your forms are 
different for the three services ? 

Admiral Fox. It is very important to an ultimate common supply 
system to have as much standardization across the three services as 
you can effect before you finally throw them all together; otherwise 
you are likely to get confusion. You are not only likely to. You 
will. 

Mr. Meaper. Just like talking in Greek to an Italian? When the 
things do not fit in gear, you just cannot have any orderly, common 
operation, where you are not speaking in the same language / 

Secretary Kimpaut. All that the forms do is to give us a place to 
start from. When they requisition, they tell us what they want, how 
they want it, and how they will pay for it. 

Admiral Fox. There are a great many standard forms in use by the 
departments known as standard forms which are issued and never 
changed except by authority of the General Accounting Office. In 
connection with the forms that are peculiar to the services, progress 
has been made in bringing them together, but it has to be an evolution- 

ary process. We must bear in mind that the Army started separately 
and the Navy started separately, and so did the Air Force. "The Army 
and the Navy are the oldest businesses in the country. There is no 
commercial business as old as either the Army or the Navy, and their 
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procedures are very deep rooted. To pull those roots up suddenly is 
just impossible. The thing has to be done by an evolutionary process. 

Mr. Meaper. Let me ask you if you will answer the second phase of 
my question. Is there any reason, because of difference in missions 
among the three services, for differentiation in their forms and pro- 
cedures, or is it simply this traditional growth that you have talked 
about ? 

Admiral Fox. There is some related to the difference in applica- 
tions, Mr. Meader, and basically you have different ceunian Sys- 
tems in the three services. For instance, generally, up until a couple 
of years ago, the Army was more interested in unit accountability than 
they were in the cost of the item. The Navy has always tied the cost 
and the unit accountability together. I do not want to start another 
series of questions on the revolving stock fund. But our standard 
stock fund was started many years ago. We pioneered in it. The 
other services have just now come to accept that, through order from 
the Secretary of Defense, as a good operation. 

My point is that up until the Unification Act we were independent 
activities, and we operated quite differently. We grew differently. 
Now in a few short years to try to bring us together and get a perfectly 
homogeneous operation, is Just not reasonable. It has to be done by 
evolutionary process. We know more about each other’s service than 
we did many years ago. I know far more about the Army and 
Air Force than I ever knew before, and I have learned it all in the last 
>» or 4 years. 

Mr. Bonner. Why have you learned it? May I ask that, Admiral ? 

Admiral Fox. Because we have been thrown in constant contact 
with our brother services or sister services. They are the same kind of 
people. 

Mr. Bonner. What brought that to pass ? 

Admiral Fox. The Unification Act. 


VALUE OF BRINGING SERVICE PEOPLE TOGETHER 


Mr. Bonner. Then the Unification Act certainly has accomplished 
a good mission, a good objective, in bringing all those in top authority 
in the Defense together so that they will know something about each 
other and know something about the operations when they get into the 
major intent of their existence ? 

Admiral Fox. It certainly has brought them closer together, sir, and 
I think it has been a very healthy thing. 

Mr. Bonner. Proceed, Mr. Meader. 

Mr. Meaper. I was interested in attachment 1 to the Secretary’s 
statement listing quite a number of directives that have been issued to 
carry out the basic directive, No. 4000.8, as I understand it. The 
first one that you have listed is standard forms. Now,I have inquired 
of the committee’s staff, and apparently we do not have copies of those 
directives, and I wondered if you could furnish them. 

Secretary Kimpatu. Surely. We will give you copies of all those 
directives. 

Admiral Fox. They will all be furnished to the stenographer, sir. 

Mr. Meaper. Now, I realize that I should not ask this of the Navy 
Department alone, but I wondered if you could give us samples of the 








FEDERAL SUPPLY MANAGEMENT IS] 


most common forms, say, your requisition forms, that the Army and 
the Navy and the Air Force are currently using. 

Secretary Kimpaun. Yes, sir. 

Admiral Fox. I think that we can get them for you. We can give 
you our own, and I am sure that we can get them from the other 
services. 

Secretary Kimpautt. We have a book with all our standard forms 
listed. 

Mr. Meaper. But you can also furnish the Air Force and the Army 
requisition forms; can you / 

Admiral Fox. I am sure we can get them. 

(Copies of Army, Marine, and Air Force requisitions follow :) 
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PROGRESS IN STANDARDIZATION 


Mr. Mraprr. Now, is there an agency, an interdepartmental agency, 
or an agency within the Office of the Secretary of Defense, that is try- 
ing to weed out these differences among the three services as to forms 
and procedures, so that there can be some common method of op- 
erating ¢ 

Secretary Kiapaue. That is the function of the Munitions Board. 

Admiral Fox. Yes, sir. They are doing it at the Munitions Board 
level, under Admiral Fowler, Director of the Defense Supply Manage- 
ment Agency. 

Mr. Meaper. Have they accomplished anything significant, in your 
opinion, Admiral. since this basie directive was issued by the Secre- 
tary of Defense on September 5, in eliminating these differences in 
D yrocedures and forms? 


PROGRESS IN FUEL INSPECTION 


Admiral Fox. I do not know specifically, Mr. Meader, that they 
have accomplished anything in this short period of time in the forms, 
in that particular area, They are involved in many areas. For in- 
stance, what we like to look upon as great progress in the inspection 
of fuels to eliminate duplication of ner tion has been eee lished 
in that time by that agency. They brought it about. They brought 
the three together, and in effect we went into a room and locked the 
door and said, “We are going to come to an agreement before we get 
out. 


STEEL SPECS 


We are also engaged in al complete overhauling of the steel speci- 
fications. We think that we ean save millions of dollars by bringing 
our steel specifications in consonance with the commercial specifica 
tions, wherever we can, but not in the case of special steels. The large 
bulk of the steels that we use have commercial counterparts, and in the 
years our specifications have drifted a little to one side or the other, 
or rather it has been the other way; that is, the commercial acceptance 
of steel has drifted away from our specifications. We have the full 
cooperation of the industry in that effort. I think that the result will 
be one of the biggest savings that will be accomplished. 


STANDARDIZATION OF SHIIEETS AND BLANKETS 


Mr. Mraper. Admiral, to get back to a rather homely type of item— 
an item that General Eisenhower mentioned in the statement that 
was quoted—blankets and sheets. Have the Army, the Navy, and the 
Air Force been able to agree on what kinds of blankets and sheets 
they can use’ (See Eisenhower's statement, p. 176.) 

4 


’ 
a 


CLOTHING STANDARDIZATION 


Admiral Fox. Yes, sir. If you will recall, there was an exhibit 
over at the Cameron Depot in Virginia about 3 years ago in which 
the three services, under the aegis of the Munitions Board, laid out 
every item of clothing that they hi ad, and with a very high- level board, 
decided on certain standards that they would accept. for all three 
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services, and there was great progress made in standardizing on certain 
items of equipment. (See Federal Supply Management (Military 
and Related Activities), PP. 342-412. on Navy. Marine, Air Force, and 
Army standardization exhibit. See also p. 330.) 

Now, I am not prepared to go all the way with the President-elect 
in his opinion of blankets, that we can take one blanket and use it 
for three services for all purposes. I think he overlooks the different 
uses to which blankets are put. 

The soldier in the field uses a blanket that is e xpose <1 to the elements, 
in contact with the ground, which I term “a camping blanket.” Tt is 
an outdoor blanket. Here you need a Be fiber. You can use a 
cheaper blanket. The sailor on board ship has a household blanket. 
His blanket is not exposed to the elements. It does not come in con 
tact with the ground, the dirt, and the mud, and by using a different 
blanket you can save money. 

Now. when you get into the Medical Department, where the blanket 
has to be subtected t oO pressure steam ane rilization practically after 
every patient uses it, you have to have a much higher quality of 
blanket. The shoddy and cotton or reprocessed wool blanket that 
you can use in the field would fall apart under steam sterilization 
pretty soon. That would be no economy. So you can see that you 
have to have a cli fke rent quality blanl et, depe cli or ip the ust that 
you make of it. 

Mr. Mi ADER., Just to illustrate, can yo 1see anv rensol why the med 
eal tvpe blanket for use in hospitals, which has to stand all of this 
sterilization process, should be different between the Arm 5 the Navy 
and the Air Force? . 


A Imiral Koy No. Ir. I cannot see anv reas for that I re is 
one renson, and that is th ivbe \ \ ! lorecd 
thr ad through the end of them »that Vo! lo { © t them. 4 | ip 
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Navi might want blue at | thi (rmy\ " ont \ } ol ( ly ib 

\dmiral Fox. T think that you ean have th color. but 1 
it would be well to identify them, the A M 1] 
oh one dt the Nav Med | D itt I Dy g tO 
cost von any more monev. But there ar lev here the two are 
thrown together, and it should be made a a7 O +6) ecate 
the Army blankets from the Navy blankets. Otherwise, the anality 
could be the same. There is no question about j 


STANDARDIZATION OF BLANKETS AND PILLOWS 


Mr. Mraper. Now, I understand the reasoning. Are you telling 
the committee, as a matter of fact, that as to blankets there has been 
standardization ? 

Admiral Fox. We have agreed to standardization in blankets to 
reduce the number of different blankets that are bought: ves. sir 

(Memorandum re standardization of blankets and pillows follow :) 
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M72/JCR/sf. 
Ser 52-628 
NOVEMBER 18, 1952. 
From: Chief of Naval Material. 
To: Director, Office of Standardization, 
Defense Supply Management Agency. 
Subject: Standardization of blankets and pillows. s 
Reference: (a) MBSA letter of September 3, 1952, file MBSST, NBT: pl, 
subject: “Standardization of blankets.” 
(b) MBSA letter of September 3, 1952, file MBSST, NBT: pl, 
subject: “Standardization of blankets.” 
(c) MBSA letter of September 3, 1952, file MBSST, NBT: pl, 
subject: “Standardization of pillows.” 

1. The references request consideration of standardizing the color and size of 
officers’ and enlisted men’s blankets and the size of pillows used by the Navy. 

2. The chief of Naval Material concurs in the recommendations contained in 
the enclosure, namely: 

(a) That the officers’ white blanket (type IT) be eliminated. 

(b) That a single color (gray) blanket be provided in two sizes, 60’’ x 84’’ 
for enlisted men and 66’’ x S4” for officers. 

(c) That a 17144”’ x 24’’ pillow be made available to replace the 174%4’’ x 21’’ 
and 1714’’ x 27’’ sizes now used by the Navy, provided this new size is made 
standard throughout the Department of Defense. 

C. W. Fox. 

Mr. Bonner. When did that occur? 

Admiral Fox. It occurred immediately after the Cameron exhibit. 
I do not have the date in mind. I can get it for you, sir. A directive 
was issued ordering the standardization not only of blankets, but 
sheets, handkerchiefs, bakers’ caps, bakers’ aprons, cooks’ aprons, and 
underwear. 

There were certain things that could not be standardized. You 
cannot get a soldier to wear a sailor’s pants, and vice versa. You 
could not standardize on shoes, for the same reason. The Navy uses 
calfskin shoes and the Army uses side-leather shoes. Again, there is 
a difference. oe Army is in the field where the shoes get very rough 
wear. The Navy is not. Consequently, the Navy can use a calf- 
leather shoe. They get just as much wear as the Aves. or more wear 
than the Army does. Consequently, you cannot put the same type of 
specifications on the one different item that goes into the shoe, and 
that is side leather. 

BAKERS’ 





CAPS 


Mr. Bonner. Did you say that you standardized on bakers’ caps? 

Admiral Fox. Bakers’ caps. I know what you are going - say. 
You probably found a lot of different bakers’ caps. 

Mr. Bonner. Are you sure of that? 

Admiral Fox. I would not bet my left arm on it, Mr. Chairman, 
but bakers’ caps were one of the things that were standardized not- 
withstanding the fact that there have been found in stock different 
types of bakers’ caps. I think you will find that those are wartime 
stocks. (See Federal Supply Management (Textiles and Clothing) 
ASPR Conference, p. 147.) 

Mr. Mraper. Now, on those items where you say they have stand- 
ardized on specifications, are they now purchased by a single depart- 
ment for all three services ? 





JOINT 





PURCHASING AGENCY FOR CLOTHING 





Admiral Fox, All clothing is now being purchased by one outfit, 
ASTPA, the Armed Services Textile Purchasing Agency. 
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Mr. Meaper. Now, how about their storage in depots and their 
issue ? 

Admiral Fox. No, sir. 

Mr. Meaper. Are they stored by one service? 


SEPARATE DISTRIBUTION SYSTEMS 


Admiral Fox. Each has its own distributing system. This agency 
merely plans and buys and introduces, and has the textiles and foot- 
wear delivered to the service, and they have their own distribution. 

Mr. Meaper. In other words, there is single procurement ? 

Admiral Fox. Single procurement. 

Mr. Meaper. But the traditional split storage and distribution ? 

Admiral Fox. Yes, sir. 

Mr. Meaper. Would there be any advantage, on the items which 
have been standardized as you described them—equipment, blankets, 
sheets, bakers’ caps, aprons, and so on—in having single storage and 
distribution, in your opinion ? 


90,000 COMMON-USE ITEMS IN NAVY 


Admiral Fox. It is a question of how far you are going to carry it. 
Let us assume that the Army has the management of ‘this agency. 
They certainly could not store our clothing aboard ship, nor would 
it be economical to store it in those areas where we are predominant; 
for instance, in Pearl Harbor. Moreover, the Navy has to have a dis- 
tribution system anyhow for we certainly have to carry many, many 
thousands of items of technical supplies. I would like to get it in 
the record that we are talking about common supplies. In the Navy 

2 are talking about 90,000 items. 

Mr. Mreaper. How many? 

Admiral Fox. Ninety thousand. 


NAVY HAS TOTAL OF 1,305,000 ITEMS 


When you talk about the full range of items that we have under 
inventory control, we are talking about 1,305,000 items. So the com- 
mon supply, rangewise, is very small. 

Mr. Mraper. Is that figure of 1,305,000 the Navy’s total number of 
items ? 

Admiral Fox. Yes, sir. 

Mr. Meaper. Or is that all the items of all three services ? 

Admiral Fox. No, sir. Those are the Navy items under constant 
inventory control. We have a record of them, and can tell you how 
many we have and where we have them anywhere in the world. There 
are 1,305,000 items. 

Mr. Bonner. Mr. Meader, may I ask a question here? 


ANCHORS 


When I was out in Ogden, Utah, I noticed a whole field of anchors 
for large ships. It occurred to me that they are used only on the 
coast. “Why are they stored in Ogden, Utah, and then reshipped ? 

Secretary Krpan. Those are sur ‘plus anc hors that we had at the end 
of the war. They had to be stored in some central place, and Clear- 
field was selected. Anchors do not depreciate, and we could get 
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little for them if we declared them surplus. In case of emergency, 
we would nee them. If we do hot have an emergency, they may 
be stored there for 2 ) years. 

Mr. Bonner. It would be better if they were stored on the coast, 
rather than shipping them to ¢ loden, Utah, and then reshipping them 
again. 

Admiral Fox. I agree with you, Mr. Chairman. Anchors are kept 
in outdoor storage. Available storage space should be found on the 
coast. I think that is a very good question, and we will look into it. 
But we have been kicked around on the anchors. We have a 50-year 
supply. 

(Statement re storage of anchors follows:) 


STATEMENT ON STORAGE OF ANCHORS AT NAVAL SUPPLY DEPOT, CLEARFIELD, UTAH 


The Naval Supply Depot, Clearfield, serves as a reserve stock point for Navy 
material It is well located from a strategic and geographical viewpoint, to 
serve in this capacity. Since tidewater storage is at a preminm to meet immedi 
ate.demands of the fleet, back-up stocks are stored at selected inland supply 
depots where they may be distributed to tidewater activities to meet unantici 
pated surges in demand 

Anchors fall into the category of material for which mobilization reserve stocks 
are maintained. The requirements for anchors during peacetime remain rela 

ly static and are required normally for replacement purposes. On the other 
hand, all-out mobilization would generate a tremendous requirement for anchors, 
in a fit-for-issue condition 

Considering the present-day replacement costs for anchors, and the manu 


facturing facilities that would b equired to replace them, it does not appear 
that it would be in accord with sound business management to dispose of these 
anchors largely as scrap 
In vie of the availability of storage space, and the excellent geographie and 
tegk eation for meeting coastal out-loading points, Clearfield is considered 
excellent point at which to locate mobilization reserve stocks of anchors 
During World War II, the Navy assembled advance base Components at NSD 
Cle d mong the items included in these components were various types of 
inchors Which would be used for a multip! Vv of purposes, ranging from various 
type craft to harbor defenses. These advance base components have been broken 
down but the nchors have not been moved 
Secon tremendous quantities of roll-back material, which were returned 
Ocean ; to be ident d, preserves d disposed of, were 
i ( rfield inasmuch : pace \ ot available at west-c« t tide 
ties to undertake a program of this magnitude \gu this was a 


source of anchors currently on hand at Clearfield 


( hand at Cleartield as mobili ti reserve stock re the folloy ing quan ities 
of ancl Ss 
Light-weight type, 150-5,000 pounds 1,174 
type, 250-1,000 por nds 6H 
Stockless type, 800-40, 000 pounds 9289 


These anchors properly preserved, may be retained almost indefinitely at this 
location 

Mr. Bonner. It looked to me like you had a pretty good supply. 

Admiral Fox. On peacetime issues, We have a 50-year supply. Sut 
as lone as we are going to be criticized for that, we have a 50-vear 
Sl pply of 16 inch shells, and | asked the question, should we cet rid 
of those, too, because they have a junk value? And that is all the value 
that anchors have if we gel rid of them. 

Mr. Bonner. Mr. Meader, do you have any further questions ? 

Mr. Mraper. I would like to ask, Mr. Chairman, if these directives 
listed in attachment 1 could not be supplied to the committee. I do not 
know that they would need to be in the record. But I think we should 
have them in our files. 

Secretary Kimpaty. We shall be very happy to do that. 
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Admiral Fox. We have them here for the committee. 

Mr. Bonner. Mr. Secretary, I want to thank you and Admiral Fox 
igain for your patience and indulgence with us, and to tell you that 
we appreciate your coming with us, and giving us such information 
as you have given. Thank you very much. 

Secretary Krvpaty. Thank you very much, Mr. Chairman. We 
ieee aeaacliees , 

Mr. Bonner. This afternoon we will meet at 2 o’clock with Secre- 
tary Gilpatric. 

(Wl hereupon, at 11:55 a. m., the subcommittee recessed, to recon- 
vene at 2 p.m. the same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2:15 p.m.) 

Mr. Bonner. The subcommittee will come to order. We will 
sume the hearing begun this morning. 

The witness this afternoon is the Under Secretary of the Air Force, 
the Honor: ible Roswell L, ¢ rilpatric. We had the pleasure of Mr. Gil- 
patric’s presence in July of 1951 and again in August 1952 with the 
Air Matériel Command in Dayton, Ohio. I presume, Mr. Secretary, 
that you have a prepared statement. We desire that it deal with the 
implementation by the Air Force to the regulations under the 
O'Mahoney ame ndment. 


STATEMENT OF HON. ROSWELL L. GILPATRIC, UNDER SECRETARY 
OF THE AIR FORCE, ACCOMPANIED BY COL. JOHN C. McCAWLEY, 
DEPUTY FOR PROGRAM ANALYSIS; AND MAJ. THOMAS E. BRAS- 
WELL, JR., LEGISLATIVE AND LIAISON, OFFICE OF THE SECRE- 
TARY OF THE AIR FORCE 


Mr. Ginpeatric. T have such a statement, and I would like to give it 
to the subcommittee if I may. 

Mr. Bonner. You m: iy p yroceed, 

Mr. Gitrarric. My primary obdectivs in appearing before this sub- 
committee, in addition to answering any questions that the subeom- 
mittee has, is to try to convince you that the Air Force is doing more 
than giving lip service to the objective behind the O°’Mahone y ame nd- 
ment and the purpose and program of this subcommittee, and I hope 
that what I am about to recite to you will bear me out in that very 
sincere belief. 

\IR FORCE MUST PRACTICE ECONOMY 


As has been explained to the subcommittee during its hearings over 
the past 2 years, the Air Force, since it needs funding, needs authori- 
zation, more than its sister services, must be very earnest in its 
endeavor to get the most out of its dollars. 

We have got the furthest to go in building up to what has been 
established as the necessary force level for this branch of the service, 
and therefore we have to be—it isn’t Just some noble sentiment on our 
part, it is a matter of necessity that we make our dollars go as far 
as they can. 

And the only area where we can introduce that elastic element is in 
supply, because you can’t cut on military personnel and on subsistence 
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and what it takes to feed, house, clothe, and equip the individuals. It 
has to be in this supply area in which this subcommittee has concen- 
trated. To that end I believe we are making progress 1n Improving 
the organization, techniques, and management of our logistical sup- 
port system. . : 2. 

I am not claiming, I would be the last to claim, that the Air Force 
has reached the optimum in that effort, but I think we have got real 
forward motion going on, and that is the purpose of the illustrations 
that I am about to give. 

Now in the field of procurement, we do phase the meeting of our 
requirements and our delivery schedules and our contracts over as 
long a period and as wide an area as feasible. We are utilizing the 
procurement facilities of the other services very extensively, more of 
course than they do ours, by the nature of our being the more recent 
and newest of the three services. 

Our use of cross-servicing, as I think you are well aware, so I won’t 
go into the details, does embrace four types of cross-servicing 
arrangements. 


SINGLE-SERVICE PURCHASE ASSIGNMENTS 


Single-service purchasing assignments made by the Munitions 
Board, which now cover about 80 percent of all our procurement and 
supply—I include in that assignments of plant cognizance—— 

Mr. Bonner. What percent did you say? 

Mr. Gutpatric. Eighty. 

Mr. Bonner. Single-service assignments made by the Munitions 
Board is 80 percent ¢ 

PLANT COGNIZANCE 


Mr. Gitparric. Yes. If you treat as a single-service assignment 
the assignment of plant cognizance, that is where the Munitions 
Board says that Pratt Whitney will be under Navy supervision, North 
American, Inglewood, will be under Air Force supervision, Grauman 
will be under Navy, Republic will be under Air Force, we consider 
that as equivalent to single service purchase assignment, because all 
the contracts, all the administration, inspection, all of the activities 
of Government personnel with reference to those plants are carried 
on simply by the one service to which the cognizance of that plant 
has been assigned. 

Every aircraft plant in operation today and every engine plant and 
many of the main plants making components and accessories are 
assigned either to the Navy or to the Air Force, so that we don’t 
duplicate, we don’t try to inspect the same plant, we don’t have dupli- 
cate sets of contracting officers and plant representatives at those 
plants. 

Now I am including that large area of procurement, which for the 
Air Force represents nearly half of all the dollars it spends in this 
single-service assignment, because that is the place where we have 
the greatest opportunity for efliciency, because we are dealing with 
the largest amount of dollars. 


Now there is another category, the second category, where we use 
the Army end largely for purchasing items for the Air Force which 
are not assigned officially by the Munitions Board, but which we 
continue to use the Army for our purchasing. 
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ARMY PURCHASES FOR AIR FORCE 


Such things are communications equipment, telephone equipment, 
telephone switchboards, generator sets, ty pewr iters, and other similar 
— which the Army use to store, issue, and purchase for the 
Air Corps when we were part of the Army, they continue to do as 
an informal arrangement, to which we look to the Engineering Corps 
or the Signal or the Ordnance C orps to continue to serve our needs, 
and we are not setting up procuring organizations in those areas. 


GENERAL SERVICES ADMINISTRATION FOR ATR FORCE 


Then the other two areas are the General Services Administration 
procurement services which we have since I last met with you moved 
thead very substantially on, as I will come to later. 

And fourthly, the area of local purchases from small commercial 
outlets whereby we eliminate the necessity entirely for depot stocks 
and save substantially on transportation costs when we buy locally. 

We also save in transportation costs wherever we can by having 
deliveries scheduled directly from the supplier to the using point, 
that is where we have sufficient volume to get the benefit of carload 
rates or other large volume shipments. 


COMMERCIAL OR INDUSTRIAL ACTIVITIES 


In the field of commercial and industrial type facilities, we use 
other services and privately owned facilities very extensively. This 
current fiscal year about 40 percent of our maintenance activities will 
be performed by non-Government-owned concerns, and next year we 
will go to about 60 percent. 

Now this increase is due to a studied policy on our part. first of all 
not to build up in depot operations a capacity in terms of facilities 
and manpower that will take care of our peak load. In other words, 
we are not going to try to build into our depot system the capacity 
to take care of the maximum that might ever be called upon to be 
provided. 

We want to have some depot capacity, but at the same time we 
want to give priv ate industry the benefit of sharing in that work, 
because the time is going to come in the next 2 or 3 vears when we 
are not placing as much production with the aircraft industry, and 
it will help carry the overhead of these plants which the Government 
owns in many cases, where we have made large investments of machine 
tools and other production facilities, if we can ceive them some bread- 
and-butter business, modification of “wep and engine overhaul 
work, that will help carry the overhead of these plants, it will help 
keep working forces in these plants and it will ke "ep them in a stand- 
by condition so we will have a readily expandable production base in 
the event of full mobilization. 

It is that policy of contracting out part of our maintenance work 
and part of our modification work that accounts for the fact that we 
will use next year an increased amount of commercial and industrial- 
type facilities privately owned. 
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AIR FORCE DISTRIBUTION SYSTEM 


, , _ 4 
No coming to the field of distribution and you see | cuihi follow 
own the pattern of 4000.8 tha tat 


l I Ws statement we should be able 
Ooadoan better job in ny jude 


nent than our sister services. 
\IR FORCE HAS NO “TECH” SERVICES 

we ao have a sim) 
| k iow. “tech” services and burea is, 
IR FORCE HAS SINGLE CONTROL SYSTEM 


point of all supply and material iat 


cers, nd there | no reasol why we shouldn't be able to eliminate 

iplicati of stock and hold our stock levels to a minimum, because 

e have got a nele unified system of control. 

| } sf lly feel, uniter a i LL renne ly aref | review that Was Given 

\ir Force requirements this year in connection with our budget 
rn tion and our review with Mr. Lovett, that we have done a 
( it direction 
K RECORDS NEED IMPROVING 

Po be sure, our stock records are not vet what they should be. I 
m ire that as we vet into monetary accounting systems, to bettel 
control of our inventories a 


nd to Keep up to date better our postin 


1s 
I ord of reparal es, We are golng to be al le to cut down even 
the I: | | | }] | } | hil hy. 
rrner our stock tevel ma uly Inake Good on this ability that we 
HOSst » eliminate duplications of stock. 


NOT BUILDING WAR RESERVES 


As vou know, we do not maintain stock levels for many high-cost 
tel ecause we are not In any sense building up war reserves in our 
\ir Force material area. We are allowed under the present budget 
ru deling of the Se retary ot Dx fense to build up certain readin Ss 
tocks, that is \ e presto k certa hn types of items that would be needed 

the event of a strike at some 


uivanee base of the Strategic Air 
, and we are placing in some of our overseas bases and some 
of our SAC bases in the ZI where we expect to deploy additional 
y-away kits, some so-called readi reserves, but those 
ire not war reserves in the sense that we are accumulating large 
azmounts of material which we don’t need for current consumption. 


ALASKAN LOGISTICS COMMAND 


Now coming to the question of theaters of operation, I understand 
that the committee was not too well satisfied with what I undertook 
to do following our meeting in Dayton about getting the Alaskan 
Command going into the area of a joint logistics operation, 
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GENERAL KEPNER TO PRESENT A PLAN 


As I told Mr. Kennedy before the hearing, | think the point has 
been gotten across to General Kepner better than it had been before, 
that Is up to him, it is up to the men on the location, on the or und, 
to come up with some kind of a plan. He mustn't just expect : lot 
of stall officers in the Pentagon, as able as they may be, to draw up 
wn operating plan for him. 


cr t 
it 


(nd I personally believe that he has gotten the point from Gei 
Ah Wg. 9 . . 1} : 
eral Twinine'’s letter, and I think we are rong to he able te ry 


vou that 1 wasn’t just making a statement for the record when I sat 
that I felt we could develop in that commat i 
operation that L know that your coniunittee feels would benefit the 
country. 

I am not confining myself by any means to Alaska, because L think 
in Europe, in north Africa, and perhaps in other theaters of operation 
if we have them. we should be able to put this idea into practice, 


SUPCOM MITTEE INVESTIGATIONS EFFECTIVI 


Now | think Mr. Foster told you yesterday that await since our 
last hearing—and the juxtaposition of events I might say isn’t acei 
dental I mean the fact that your committee woes nt these thing 
and then certain things happen entitles you to draw certain conclusions 
that what your committee has done has had a real incentive and effect 
upon us in moving ahead in these areas, and this is a good example. 

In the Kuropean theater Genel al Ridgway has been Il) effect clires ted 
to come up with a plan which will involve more coordinated, combined, 
joint effort in the logistical field. I think myself that is the way it 
should be. 

Iam not a military expert in this field, but I think if I were a busi 
nessman, T would ask my divisional superintendent, my branch office 
to come up with a plan which I could see whether or not it would be 
workable and fit into the over-all world-wide system that we now have 
with all our forces spread around the world.‘ 


CATALA GING AND STANDARDIZATION 


Now coming to cataloging and standardization, the Air Force 
feel is doing its share in working with and supporting the operations 
of Admiral Fowler’s office in the Munitions Board. We certainly 
believe wholeheartedly in that work, and we are going to benefit 
from it. 

PETROLEUM INSPECTION 


Admiral Fowler’s office has succeeded in making some positive steps 
in elimination in duplication in inspection. We have recently worked 
out under his aegis among the three services an arrangement whereby, 
when it comes to facilities for refining aviation gasoline and other 
types of fuel, the Army is going to cover the inspection of certain 
plants, of certain facilities, the Navy others and the Air Force others. 


‘For additional data on unified logistics commands, see Field Conferences on Federal 


Supply Management, pt. I. 
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We are not going to overlap, we are not going to duplicate. We all 
have capabilities in this field. 

In aviation gas, for example, the Air Force being the greatest user 
has as much competence among its people as the Nav Y; “and when it 
comes to motor fuel, the Army is perhaps better qualified, but a plan 
has been worked out, the details of which could be furnished to you 
if you wished, which would show that we have made quite a forward 
step in the inspection of petroleum-producing facilities. 


PRODUCTION SCHEDULING 


Now turning next to scheduling of production, since I spend a 
great deal of time on that personally, I feel that I can say with assur- 
ance that over the past 2 years we have learned a lot about more 
realistic scheduling of production in making it fit in with the capabil- 
ities of industry, the availability of materials and the efficient use of 
manpowe cs 

Last month, for example, the month of November, we produced for 
the Air Force some 666 airplanes that represented over-all I think it is 
about 96 percent of the scheduled quantity, 96 or 98 percent, and 1 
terms of airframe weight, about 95 percent. 

Now when you come within 5 percent of mee ting a schedule in these 
days of some strikes, some mechanical engineering difficulties, I think 
you are doing a pretty good job in this field. 


REVIEW PROCESS FOLLOWING O MAHONEY AMENDMENT ELIMINATE ABOUT 
$2 BILLION FROM BUDGET 


As far as requirements are concerned, before Mr. Foster issued his 
directive that he referred to yesterday, but following the enactment of 
section 638 and the recommendations of this committee, the Air Force 
went to work on its own. There was for the first time to my knowl- 
edge in the Air Force this year, preliminary to and in conjunction 
with our fiscal 1954 budget review, a complete analysis of all the major 
material requirements, and there were a great many reductions made 
in various factors, in various areas of requirement that resulted just 
during that particular stage in the review process of eliminating about 
$2,000,000,000 from the budget request which went forth from the 
Secretary of the Air Force's office to the Secretary of Defense. 

Now that was not any broad brush, across-the-board operation. We 
actually sat for days on end well into the evening. I am not claiming 
any credit for it. It is part of our job, but it was done, and it was 
done thoroughly and it was done in the spirit I think of the wishes 
of Congress in enacting this section. 

The result was that our budget this year, as a result of the consider- 
ations by Mr. Lovett, was only reduced by a very small percentage, 
much smaller than has ever before taken place since the Air Force 
was formed, in a consideration of an Air Force budget request which 
i think shows we are learning to do the job ourselves and not leaving 
it entirely to higher authority. 


OFFICE OF ANALYSIS AND REVIEW TO BE ESTABLISHED 


We are about to establish formally in the Office of the Secretary of 
the Air Force an Office of Analysis and Review that will comply liter- 
ally with the regulations and with the sti tute, but that will in fact be 





' 
| 
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a codification, a formalization of a process which is already under 
way and which has already shown that it can produce results in con- 
nection with the fiscal 1954 budget request. 

Now I would like to submit to the committee for its records and 
read to you at least the high lights of our first two reports on results 
of action taken once the new regulations went into effect last 
September. 

The first report which I sent to Mr. Foster—and I might say that 
in the Office of the Secretary I have been made the civilian official 
responsible for carrying out cr seeing that the staff carries out the 
regulations as they apply to the Air Force. I sent a report to Mr. 
Foster early in October in which I outlined to him the major actions 
which had been taken within the Air Force pursuant to the military 
supply system regulations as they were then called. 


ATR FORCE TO ASSUME NO ADDITIONAL RESPONSIBILITY FOR COMMON-USE 
ITEMS 


First of all, we laid it down so that there would be no question at 
any point in any command or any place in the field that the Air Force 
would assume no additional responsibilities for common-use items. 


FIELD COMMANDS ADVISED AS TO EXPANSION OF FACILITIES 


Following the hearings of this subcommittee last spring, and 
following instructions from the Secretary of Defense’s office we had 
previously sent out that word in order to clear up any misunderstand- 
ing after the message from General Kepner that you are all familiar 
with, but we reiterated it and made it even more clear, so that I do feel 
in a position to assure this committee that we have obeyed the mandate 
that we received from the Congress and we are not going ahead and 
expanding our supply facilities for common-use items.° 

The first thing we reported to Mr. Foster was this reiteration of 
instructions to all commands and all staff agencies. 


EXPANSION OF COMMERCIAL-TYPE FACILITIES 


Secondly, we stopped all new contracts for construction and rental 
of commercial-type facilities until we had submitted our plans and 
requirements to the new director of installations. 

As a result of that review, we were given the go-ahead on a number 
of new construction requirements which, as I wrote you, Mr. 
Chairman, were necessary and not because we were taking on responsi- 
bility for distribution or storage of more common-use items, but 
because in the growth of the Air Force from 48 to 96 wings where 
it is today, and then on up to 143 wings, we just had to have more 
space for our technical equipment and our non-common-use items. 

But all those projects are now being reviewed to be sure that they 
do comply with the regulations. That is a regular standard practice 
now in the Air Force. 





5 See also H. Rept. 658, 82d Cong., 1st sess., pp. 5, 18-19; H. Rept. 1994, 82d Cong., 2d 
sess., pp. 8 and 22; hearings on Federal Supply Management (Military and Related 
Activities) : and (Air Force Supply—Munitions Board) ; Conferences on Federal Supply 
Management (Overseas Survey). 
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SUPPLY RESPONSIBILITIES IN) EUROPEAN COMMAND 


The third part of our report in Ov tober to the secretary of Defense's 
office had to do with the determination of responsibilities in continen- 
tal Europe for depot storage and maintenance of common-use items. 
We ask General Handy to prepare cost studies, and asa result ot the 
action initiated then, General Ridgway has now been given the full 
authority necessary to make sure that in the European theater of oper 
ations there will not be any duplication of supply lines, lines of com 
munication or de pot facilities. 

To finish up with this first report, I also sent out certain instructions 
to the staff, and the staff, in turn, the Vice Chief of Staff or the Assist 
ant Vice Chief of Staff, communicated those to the deputies, directors 
ind chiefs of staff oflicers, and IT would like to turn over to the com 
mittee’s record the papers that were issued within the Air Force carry 
ng on down to the working level of the operating agencies the new 
regulations. 


RELATIONSHIP WITH GENERAL SERVICES ADMINISTRATION 


The second progress report to Mr. Foster, which I will briefly stim 
marize, was filed on November 6, 1952. The first point we made were 


the efforts then current and since continued, to delete from our supply 
system items which could be purchased locally, and particularly 
through the GSA. At that time we had some 89,000 items which were 


east 50.000 ~ _ tional. 

I vot toget! with mV per ple, with Mr. Jess Larson and his asso 
clates. We wo1 ‘leed outa plan which is actually in effect today, as vou 
will learn from a letter I will read you at the conclusion of my 
statement. 

The second point I mentioned in ny report to Mr. Foster of Novem 
ber was the major overhaul that we are giving to our tables of allow 
ances of equipment. We have under way—in fact I think it is about to 
LO into effect now asvstem W here by on our equipment authorizations 
both in computation of requirements and in the actual purchase of 
equipment, we are eoing to be a lot more close to the needs at base and 
command levels than our previous tables of allowance permitted 
to be. 

In other words, if we have more of one item at one command or at one 
base and less at another, the system will pick it up and we won't just 
vo ahead and buy on a formula basis. That new system is referred in 
item B of my report. 

Then I mentioned what had been done within the Air Force in set- 
ting ap an office for reviewing requirements and subsequently we sub- 
mitted an outline of that new office to Mr. Foster. 

Then I referred to the examination of our existing directive to make 
sure that all of our own internal regulations and instructions con- 
formed, or if not, would be amended to comply with the new military 
supply system regulations. 


being handled on a local basis, and our goal is to raise that figure by at 
] 


AIR FORCE DIRECTIVES IMPLEMENTING SUPPLY REGULATIONS 


I also pointed out in some detail how we proposed within the Air 
staff to handle the implementing directives that might be issued by the 
Secretary of Defense's office, and I would like to file with the subcom- 
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mittee the papers which I have just summarized for you, and which 
contains as exhibits the new directive on unit and base allowance lists 
in place of the old tables of allowance and the other instructions to 
which I referred. 

(The material referred to follows :) 

DEPARTMENT OF THE AIR FORCE, 
Washington, November 6, 195 

Memorandum for Mr. Foster 

In transmitting our second monthly report on the military supply-system 


regulations, | invite your attention to the following major actions taken within 
the Air Force 

(a) Strong efforts are being made to save personnel and warehouse space by 
deleting from the Air Force depot system all items which can efficiently be pro 
cured locally. Some S9,000 items are now handled on a local basis, and we intend 
to raise that figure by at least 50,000. Although a goodly portion of those locall 
purchased items are how obtained by our bases through GSA, we expect to be 
wble to increase thiuut percentage s bstanti: \ Yo that end l have m wit 

Jess Larson to explore 1 reas in which GSA can be of further service t 
Lie r Fores We have established a working committe o keep this economy 

isu hive a ! 2 


) A new and tighter system of establishing allowances of equipment to 





units has been undertaken Heretofore, about TO percent of all 
equipment was allocated to units on the basis of rather generalized tables of 
wanecs, S.nce thes ables were general, some units found themselves with 
property they might not necd. Moreover, close computation of over-all require 
ments was very difficult because the application of the general tables to specifie 
units was often in doubt Che new system provides for a separate allowance lis 
for each unit, prepared on an austerity basis In this manner, each unit will be 
allowed only those iteius it needs Requirements computed on the basis of the 
new allowance lists should be more accurate than our former computations. E 
closure 1 is the regulation inaugurating the new system 

(c) Work is under way on the est ment within the Air Force secretariat 
of an office for reviewing requirement Che proposed organization will be sub 
mitted to Vou for review pri to Nove 10, 1952. 

(7d) At the request of your various st igeicies, the Air Force is assisting 
in the examination of some 40 existing ID directives which are under considera 
tion for certi cation as MSSE Our assistance takes the form of searching 
out all Air Force and AA lirectives which Hement the respective DD 
directives, and forwarding copies to your agencies. We are also preparing 
regulations to implement MSS.’s 6, 8, 9% 10, and 12. Additionally, we are 
planning the framework which will be necessary to place in effect certain of the 
principles laid down in MSSit-1 san example, an outline plan to meet the 
requirements for monetary and transit accounting for property is currently 
under development in close consultation with personnel of Mr. MeNeil’s oflice 


This plan has progressed to the point where detailed procedures are being pre 
pared for the first of eight projected phases 

The organization within the Air Staff for handling portions of MSSR-1 has 
been further refined since my last report Project officers have been named for 


) 


each paragraph, as shown in enclosure 2. This list has been widely circulated, 
particularly within the Munitions Board staff. Our project officers have been 
directed to keep in close touch with the personnel on the OSD staff who will draft 
further MSSR directives, and to offer whatever assistance they can One 
example of this was cited above This close liaison should not only insure full 
consideration of the operating services’ viewpoint but also should help in expedit 


ing the work of your staff in this important matter 





R. L. Giiparrie 


HEADQUARTERS, UNITED STATES Air For 
Washington, D. C., October 14, 1952 


Subject: Air Staff project officers for DD Directive 4000.8: Military Sapply 
System Regulation. 
1. Reference memorandum from AFMPC dated September 29, 1952, subject 
Military Supply System Regulation. That memorandum assigned responsibility 
for each paragraph of DD Directive 4000.8 to a definite staff agency 


26665—53 i4 
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2. Project officers for each paragraph have been designated by the responsible 
staff agencies. For your convenience, a list of the project officers is attached 
hereto. Corrected lists will be published from time to time as changes demand 

3. Each project officer has been requested to consult with and advise all Air 
Staff agencies having collateral interests in his portion of DD-—4000.8. In event 
any agency feels it has not been adequately consulted, the attached list should 
help it make the proper contacts. 

1. In this connection, staff agencies are reminded that only paragraph III-K 
of DD-4000.8 is currently being implemented by the military departments. 
Each other paragraph will be implemented only when a further OSD directive 
has been issued on that subject. It is expected that the appropriate project 
officers, as listed herein, will have an opportunity to present the Air Force 
viewpoint during the drafting of the further OSD directives. 

JOHN C, McCAWLEY, 
Colonel, U. S. Air Force, 
Deputy for Matériel-Program Analysis and 
Assistant for Matériel-Program Control, 
Office of Deputy Chief of Staff (Matériel). 


Air Staff project officers 





Monitor for the secretariat of the Air Force, Mr. Max Golden. Monitor for the Air Staff, Col. John C 
McCawley, Air Force matériel-program control, 4E-274, 78197. Monitor for each paragraph of DD- 
4000.8 
P > h Staff agency Project officer Room Extension 

A-] MPE Lt. Col. Charles L. Davis 4C-266 73218 
A-2 MPE Lt. Col. John W. Bitner 41-271 55810 
A MPE Lt. Col. Howard T. Critchlow 4 D-283 73433 
A—4 MPE do 4 D-283 73433 
\ MPE Lt. Col. Peter S. Walker 41-2612 72010 
A 4 MSS Col. Benjamin J. Peck 4B-316 56435 
B-1 OAI Col. R. H. Curtin |} 4D—418 74921 
B-2 OAT do 4D-418 74921 
C-1 Mss Col. Benjamin J. Peck 4B-316 56435 
C-2 ACG Mr. C. E. McNealy 5C-158 74826 
© Mss Col. Benjamin J. Peck 4B-316 56435 
C-4 MLP Col. Cyril O. Shuler 4E-288 75646 
© MSs Col. Benjamin J. Peck 4B-316 56435 
CH DCcs/c Mr. R. 8. Shepherd, Jr 5C-158 71837 
C-7 MSS Col. Benjamin J. Peck 4B-316 56435 
D-1 MSS do 4B-316 56435 
1-2 MSS do 4B-316 56435 
D-3 Mss do 4B-316 56435 
D4 DRQ Lt. Col. Robert L. Liles 5B-340 
D-5 MPE Col. Robert J. Meyer 4D-275 
D-6 MSS Col. Benjamin J. Peck ; .--| 4B-316 
D-7 DRQ | Lt. Col. Robert L. Liles ‘ - 5 B-340 
E-l MME Lt. Cel. Donald M. Morse 4A-272 
E-2 MSS | Col. Benjamin J. Peck . ee Cat 4B-316 
E-3 MIR | Lt. Col. Ralph P. Gentry ato ae d 4C-284 76951 
F-1 Mss Col. Benjamin J. Peck - g . 4B-316 56435 
F-2 Mss do 4B-316 56435 
F-3 MSS do a 4B-316 56435 
G-1 MTP Col. Peter G. Canner < : 4A-252 73254 
G-2 MTP do cd 4A-252 73254 
H-1 MPC-RQ Mr. Donald M. Atwell 5D-452 53494 
H-2 MSS Col. Benjamin J. Peck 4B-316 56435 
H-3 MIR Lt. Col. Raymond L. Hastey ; : 40-265 74002 
H-~4 MPC-RQ Mr. Donald M. Atwell 5D-452 53494 
H-5 MPE Col, James T. McKee od 4-254 72862 
H- MIR Col. Philip Kuhl ‘ acoso] 40-273 76208 
H-7 MPE Lt. Col. Howard T. Critchlow ski -| 4D-283 73433 
H-& MIR Lt. Col. Leo Hook . 7 ‘ 4C-273 76208 
I-1 DCS/P Col. Howard A. Cheney a 4-178 75221 
K-1 OAT Col. R. H. Curtin 4D418 74921 
Monitor for other military departments: 
Army: Col. W. W. Milner . a 1-050 61411 
Navy: Capt. Paul W. Clark 2044 41358 


Marine Corps: Col. J. F. Stamm 3003 41858 
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DEPARTMENT OF THE AIR FORCE, 
Washington, October 2, 1952. 


Memorandum for Mr. Foster. 

Your directive of September 5, 1952, entitled “Military Supply System Regula- 
tions,” requested monthly reports on progress toward implementation. I would 
like to state, as my first report, that the following major actions have been taken 
within the Air Force. 

(a) All major Air commanders have been notified that they will assume no 
additional responsibilities for common-use items, and will create no additional 
independent or expanded supply facility for those items. Instructions to this 
effect had been issued prior to the September 5, 1952, directive, but were restated 
immediately thereafter (enclosure 1). 

(b) New contracts for construction and rental of all commercial-type facilities 
were prohibited as of September 8, 1952. This prohibition applied not only to 
those commercial-type facilities which are to be used in connection with common 
items but to all others as well. After this action was taken, lists of the suspended 
projects were forwarded to your Director of Installations for his review and 
approval, 

(c) Based on the guidance contained in your MSSR directive, action was 
initiated with the Department of the Army to determine responsibilities in 
continental Europe for the depot storage and maintenance of common-use items. 
This action consisted of asking General Handy to prepare cost studies for each 
of the several methods which may be employed in the performance of those 
functions, As soon as the costed plans are available, the two Departments and 
your office will be in a position to install the best method on a judicious basis, 
with full regard to over-all economy and military effectiveness. 

The entire secretariat and staff within the Headquarters of the Air Force were 
alerted to the importance of the directive, and to the care with which it should 
be implemented. Special organizational measures were taken to facilitate that 
implementation, as is indicated by the three memorandums attached hereto. All 
major Air commanders were given copies of the directive because of its import 
and interest. 

R. L. GILpatric, 
Under Secretary of the Air Force. 


DEPARTMENT OF THE AIR FORCE, STAFF MESSAGE DIVISION, OUTGOING CLEAR MESSAGE 


SEPTEMBER 10, 1952. 
From: Headquarters, United States Air Force, 
To: All major commanders. 

Part I. In accordance with (1) section 638 of the appropriation act of fiscal 
year 1953, which became effective on September 8, 1952, and (2) directives issued 
by the Secretury of Defense, no officer or agency in or under the Department of 
the Air Force shall obligate or authorize the obligation of any Air Force appro- 
priated funds for procurement, production, warehousing, distribution of supplies, 
or equipment or related supply-management functions, except in accordance with 
existing regulations, procedures and instructions, and part II of this message. 

Part II. Regurdless of any prior interdepartmental agreements, no officer or 
agency in or under the Department of the Air Force shall obligate or authorize 
the obligation of any Air Force appropriated funds for the creation of additional 
independent or expanded supply facilities for common-use standard-stock items 
of supply without specific approval of this Headquarters subsequent to Sep- 
tember S. 1952. 

Part III. The above provisions are contained in, or are interpretations of, the 
appropriation act, and compliance by all concerned is mandatory ; therefore, it is 
considered absolutely essential that this information be transmitted immediately 
to all those organizations under your jurisdiction to which these provisions would 
apply. 

Part IV. It is requested that information be furnished this Headquarters which 
will indicate the effect of the implementation of the above provisions on your 
fiscal-year-1953 operating program for which budget authorizations have been 
established. This information should be forwarded so as to reach this Head- 
quarters on or before September 26, 1952. 
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S; EM} 17, 1952 
Memorandum for the Chief of Staff 
Subject: Military supply-system regulations 
On September 5, 1952, the Secretary of Defense issued Department of Defense 


Directive No. 4000.8, entitled “Military Supply System Regulations.” I regard 
ese regulations as most important and I intend to keep their implementation 





ut ler me ©) ery il ol 
Che regulations consist, in general, of policy statements which will be imple 
‘ ed by further detailed directives to be issued by the Secretary of Defense 
Che Air Force is required to issue regulations, procedures, and instructions 
ellecting these implementing directives. These should be submitted for my 
) ! dditic r the time being, any major action of the Air Staff 


under the regulations should be submitted for my approval prior to the final 





ition of that action 
Phe greatest impact o se regulations will fall, in the secretariat, on my 
‘ din the Air Staff on the Deputy Chief of Staff (Matériel) However 
( pe of the egulutions is suc that all segments of the secretariat and the 
Air Sta \ ll be involved 
It is most important, therefore, at all actions in the secretariat and in tly 


\ir Staff be coordinated to the maximum extent possible. Accordingly, I am 
designating my office as the point of coordination within the secretariat and 


lvgest ut you also designate a point of coordination in the Air Staff. 1 
ecommend that this be the Deputy Chief of Staff (Matériel). 

\s a matter of immediate concern, the Air Force is required, pursuant. to 
paragraph IV—4 of the regulations, to maintain a record of major actions taken 

dey ese reculations and to make progress reports regarding the implementa 
on of the regulations and directives issued thereunder I suggest that the oflice 
n the Air St designated by you as the point of Coordination also have these 
é wnsibilities 


R. L. Ginparry 





OFFICE OF THE CH Ss 
UNITED SrAtes Atr Forct 
Washington, 2). C., Ne ple her 19, 19 
Memorandum for deputies, directors, and chiefs of comparable staff offices 
Subject : Military supply-system regulations 
1. The Under Secretary of the Air Force has informed the Chief of Staft 
he regards Department of Defense Directive No. 4000.8 dated September 5, 
entitled “Military Supply System Regulations,” as most important and intends 


to closely observe implementation of this directive 
2. | quote below the pertinent provisions of Mr. Gilpatric’s memorandum of 
September 17, 1952: 


The regulations consist, in general, of policy statements which will be im 


plemented by further detailed directives to be issued by the Secretary of Defense 
The Air Force is required to issue regulations, procedures, and instructions 
reflecting these implementing directives. These should be submitted for my 
ipproval In addition, for the time being, any major action of the Air Staff 
inder the regulations should be submitted for ny approval prior to the finaliza 
tion of that action 

‘The greatest impact of these regulations will fall, in the secretariat, on my 
office, and in the Air Staff on the Deputy Chief of Staff (Matériel) However, 
the scope of the regulations is such that all segments of the secretariat and the 
Air Staff will be involved 

“It is most important, therefore, that all actions in the secretariat and in the 
Air Staff be coordinated to the maximum extent possible. Accordingly, I am 
designating my office as the point of coordination within the secretariat and 
suggest that you also designate a point of coordination in the Air Staff. TI ree- 
ommend that this be the Deputy Chief of Staff (Matériel). 

“As a matter of immediate concern, the Air Force is required, pursuant to 
paragraph IV— of the regulations, to maintain a record of major actions taken 
under these regulations and to make progress reports regarding the implementa- 
tion of the regulations and directives issued thereunder. I suggest that the 
office in the Air Staff designated by you as the point of coordination also have 





these responsibilities.” 








od 
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3. The Office of the Deputy Chief of Staff (Matériel) is hereby designated as 
the focal point in the Air Staff for coordination of all atters pertaining to this 
subject. Phis designation includes the re Sponsip ties enumerated in the memo 
randum quoted above 

WILLIAM IF. Mckt 
fajor Gene l l » ir bore 
ixssixstan? } ¢ / Sia 
DEPA ( ik Air Foret 
HEADQUAR s, UNrrep SrTares Arr Force, 
Washington dD. ¢ September 29, 1952 


Subject: Military Supply System Regulation 


1. Reference is made to DD Directive 4000.8, Military Supply System Regula 


tion, September 5, 1952. lhe Vice Chief of Staff has charged the Deputy Chief 
of Staff, Matériel, with monitorship of ff actions required to implement that 
directive. Under this authority, res] bilities for monitoring and coordi 
nating actions required under spee paragraphs of the directive are assigned 
to staff agencies as shown in the enclosure hereto 


2. It is the intention of Department of Defense staff agencies to consult with 


the military departments in establishing methods and procedures, and preparing 
the additional DD directives required by DD 4000.8 lor this purpose, meetings 
will be called, sometimes on short notice Project officers will be necessary. 
These officers should be able to provide readily any information required, to 
indicate the impact on the Air Force of any posal under consideration, to 
offer constructive suggestic ind to discuss objectively their own suggestions 


smsons, th project officers should be 





and those advanced by others For th 
senior officers: colonels or, if necessary, lieutenant colonels 


3. It is requested that you designate a project officer for each of the para- 


graphs of DD 4000.8 assigned to you, not necessarily a different officer for each 
paragraph. His name, room number, and telephone number should be forwarded 
without delay to my project officer, Col. John C. MeCawley, AFMPC, room 
{H}-274, extension TS197 A list of designated project officers will be dissemi 


nated within the air staff 

tf. In anticipation of DD inquiries, each project officer should prepare a detailed 
outline or draft of the language he would like to suggest for inclusion in new 
DD directives Early and thorough meditation of this sort is essential because 
of the importance of the endeavor 

5. In addition to the staff agencies assigned specific monitorships herein, many 
other staff agencies have collateral interests. The designated project officers are 
expected to consult all of them and keep them advised 

6. Coordinated central guidance will be provided as necessary, through this 


11 tint 


office. For that reason, project officers should send copies of all important actions 


to my Office. ‘ 
THOMAS B. McDONALD 


Major General, USAF, Assistant fo Vatéricel Program Control Office, 
Deputy Chief of Staff. Matériel 
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NOVEMBER 12, 1952. 
Subject : Purchase for USAF of commercial common-use items by GSA. 
To: Commanding General, Air Matériel Command, Wright-Patterson Air Force 
Base, Ohio. Attention: MCPE-1. 

1. On September 12, 1952, your command forwarded this headquarters a list 
of commercial common-use type items sereened from Air Force class 25B for 
consideration by GSA to purchase for the Air Force. 

2. By letter dated October 27, 1952, GSA advises this headquarters as follows: 

(a) GSA has the capability to supply to AF bases those items quoted “LP” 
in AF stock lists and which are listed in GSA stores stock catalog 

(b) Those items not listed in the GSA stores stock catalog but which are 
included in GSA Federal Supply Schedule class 53 may be purchased on an 
optional basis until December 1, 1952, at which time they become mandatory 
on the AF to purchase from this schedule. 

(c) Other items on the screened list not carried in the store stock catalog or 
Federal Supply Schedules, GSA, will be pleased to consider on a_ direct 
procurement basis 

3. It is requested that implementing instructions be issued for those items 
in (a) and (b) above. Those items in (¢c) should not be mandatory on the base. 
However, the implementing instructions should definitely state that by Air Force 
policy, bases will use the procedures under (c) whenever that is most economical 
and effective. 

1. It is suggested that coordination of operating details with GSA be on a 
direct basis through the office of Mr. L. L. Leeper, Office of the Commissioner 
of Federal Supply Services, General Services Administration, Washington, D. C. 


_— 


a IE et 
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In any event it is requested that Mr. Leeper of GSA be advised at least 7 days 
in advance of date of issuance of implementing instructions to Air Force bases 
to use GSA services. 
By command of the Chief of Staff. 
WILLIAM D. ECKERT, 
Vaior General, USAF, 
{ssistant Deputy Chief of Staff, Matériel. 


HEADWAY WITH GENERAL SERVICES ADMINISTRATION 


Now as concrete evidence of the fact that we are making headway 
with the General Services Administration when it comes to using their 
Federal schedules, catalogs, and using local purchases, I would like to 
make part of the record a copy of our instructions to the Air Matériel 
Command in this area, and also read to you a letter which the Acting 
Director of GSA wrote me last month, because I think it shows in 
words other than my own what the Air Force has done. Here is what 
Mr. Forbes, the Acting Director, wrote me in November: 

We are very glad to have your letter of November 6 in which you report the 
progress being made by the USAF-GSA task group, which has been established to 
determine the extent to which the Department of the Air Force can use the 
General Sérvices Administration’s facilities in the procurement and supply of 
common-use items. 

Substantial progress is being made by the task groups set up to make a similar 
approach to this problem in the Department of the Army and the Department 
of the Navy. All these task groups have recently met with a designated rep- 
resentative of the Munitions Board to effect the necessary coordination of effort. 
The work is proceeding satisfactorily. We are in a position at this time to 
assume supply support for the Department of the Air Force, for a substantial 
number of common-use items, and will be able progressively to extend support 
to other items in this field. 

We deeply appreciate your splendid cooperation and support in this project 
to eliminate duplication in facilities and competition in procurement of common- 
use items within the executive branch of the Government. 

That, to me, is evidence of the fact that the three services, De- 
partment of Defense, and General Services Administration are getting 
down to business here on the subject we have talked so much about. 

I will be glad to answer any questions, of course. 


UNIFIED LOGISTICS COMMAND FOR ALASKA (SEE PP. 208, 220, 230, AND 


»,O4) 


Mr. Bonner. Mr. secretary, the report sounds very ood. Now 
can we get down to the real things that have been accomplished. This 
subcommittee has had an opportunity to observe the Alaskan theater. 
What has been done there to make a more unified logistics command ? 
We saw it. Now what has taken place there since we were there ? 

Mr. Gitrarric. The commanding general, General Kepner, has been 
told what perhaps he should have been told before, namely, that he 
has it within his power to—well, let me just read to you what General 
Twining wrote him: 

Review service Component requirements, priorities, and programs, and to take 
action or make recommendations leading to increased military effectiveness and 
economies in logistics operations within your command. 


He had been told, among other things, to look into the furnishing 
of supply support for common-use standard stock items by one mili- 
tary service for the other services, by single service assignment, or by 
cross-servicing, by the establishment of joint local purchasing offices, 











206 FEDERAL SUPPLY MANAGEMENT 


the <e by two or more services of Government owned commercial 
type fin i es such as warehouses, motor repair shops, and the estab 
lishment of procedures for the publication, distribution, and screening 


t iis Tt stu whe which are excess to t | . needs of any one military 


ervice in Alaska, so that the other services cat 
Mr. Bonner. Who siened that? : 
Mr. Gruuearnic. That was Lorie d by the Acting Chief of Stafl of the 
Air Fo e, General Twining. aa the Capacity of executive agent for 
the Joint Chiefs of Staff. 
Mr. Bonner. The Joint Chiefs of Staffs, then, this subcommittee 
; ; 


| understand, has given the theater commander the go ahead to 


ca Ni i i 


\ inified command. 

Mr. Guuparric. They have told him, in effect, Mr. Chairman, he 
ean get up that kind of a plan of operation and submit it for final 
ipproval to the Joint Chiefs. 

Mr. Bonner. He has got to make his schedule there and suggestions 
nd plans and submit it back again to the Joint Chiefs? 

Mr. Giupatrric. That’s right. 

fr. Bonner. So there hasn't been anything done ? 

Mr. Givrearric. I don’t agree with you. 

Mr. Bonner. I mean by that it is just operating as it was when 
the committee was there. It is just in a planning stage now ¢ 

Mr. Giuparric. Well, it is in a planning stage with a lot of pres 
sure behind it, because I don’t think there is any question in General 
Kepner’s mind now. 

Mr. Bonner. [ understand, but I just want to get right down to 
rock bottom. That was last vear. It has been more than a year now 
since the committee saw the ope ration and the committee in its report 
expressed its disappointment. Now it hasn’t gone any further yet 
in planning than submission of plans. Can we reach that under 
standing ¢ 

Mr. Ginparric. Mr. Chairman, I think one has to have 

Mr. Bonner. The point of consolidated savings then. That is what 
i asked in the first question. 

Mr. Gupparric. All T think you can do to prove up in a concrete 
way the results is to make an audit, so to speak, of the operations up 
there at some point in time, and compare them with what you saw. 
You have to do this not on the basis of documents and reports. You 


have to find out just exactly what has happened in a year. 
PROGRESS IN LOGISTICS IN ALASKA 


Mr. Bonner. Well, what actually has been done in ground work, 
in actual fundamental work in changing from what we saw to the 
present time‘ 


$20,500,000 SAVING IN WAREHOUSE CONSTRUCTION 


Mr. Gitparric. I only can speak as far as the Air Force is con- 
cerned, but I know that our requirements, Mr. Chairman, the plans 
we had for expanding facilities up there, have been substantially 
pruned. . 
In other words, we are not going to ask for additional funds, . 
additional authorizations for facilities, to carry out the kind of an : 





~ ace nals ter eainmeceasilly 
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operation to which you took exception a year ago. We are accepting 
that as the wish of Congress, and we are planning accordingly. 

Now, that means that you only can compare, to show concrete 
results, what we prev iously were planning for with what we are now 
asking for. Just as I wrote you about warehousing facilities, we 
eliminated from our budget this year $20,500,000 worth of warehouse 
construction because of the enactment of section 638 and the adoption 
of these supply ene 

Now, that, to me, is a very tangible saving, the counterpart of which 
I think you will be nes to find in other areas, and which I will be glad 
to get up for this committee to put in this record, if you want some 
thing specific as to what has been done to date in Al: aska since you 
were there, in keeping with the thought of-—— 

Mr. Bonner. A unified logistic command. 

Mr. Gineatric. I don’t know what you mean when you say 

Mr. Bonner. I don’t know what the mean as a unified command, 
after I saw that command in Alaska. I don’t think any b rson could 
get a fair conception of just what it means, after seeing the Alaskan 
Command, in which we anticipated seeing a command strictly under 
the Air Force as the dominant service. 

Mr. Ginparric. I have to differ with vou if you feel that Alaskan 
Command is not a good command. I think it is. I think it is doing 
a eood iob. 

Mr. Bonner. It was unified as to operation, but not as to supply. 

Mr. Gitratrric. That we recognize, and that we are doing some 
thing about. 

Mr. BONNER. We have been talking about that a ill the t ime. 

Mr. GILPATRIC. But | don’t think you are going to fin d, Mr. Chair 
man, in that theater or in any other theater, that you can change 
these things in a short period of time, because they are part of a world 
wide supply system, and things just don’t aes n that fast in the 
military. 

SPARE PARTS PROCUREMENT 


Mr. BonnI r. What progress, Mr. Se retary, has been mace in the 
spare parts procurement ¢ 

Mr. Gitpatric. We have, as a result of the work of the spare parts 
study group, which is operating under my supervision and under the 
chairmanship of Mr. Harry King, who is now outside the Govern 
ment but who was vice chairman of the War Production Board dur- 
ing World War Il, we have reduced our Spare parts factor on the 
average—I am only giving you the average because it relates to 
thousands of items—from 38 to 30 percent. 

Now, when you apply that against billions of dollars, you come 
up with some very substantial figures. One of the reasons that our 
budget request this year to the Congress will be several billion dollars 
less than last year is because we have been able to be much more 
eflicient in computing our spare parts requirements. 

Now, we haven't proved them all out. We don’t know yet whether 
we may have cut too f: ir, but we have erre cl on the side of bei Ing short 


6 See hearings on Federal Supply Management (Air Foree Supply—Munitions Board) 
pp. 37 and 89; also Conferences on Federal Supply Management (pt. I, Dayton, Ohio) 
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rather than long on spare parts, so that our budget request this year 
will be at a lower basis than previous years. 


SAVINGS ON PARTS 


We have reflected also that same economy in spare parts provi- 
sioning in our fiseal 1953 buying program. That is, we are making the 
dollars which Congress gave us for this current fiscal year go further ?, 
by spending less on spare parts and more on end items. 

Mr. Bonner. How much would that reflect in actual dollars? 

Mr. Gitparric. I would say at least $1 billion. 

Mr. Bonner. Mr. Secretary, your main objective is to develop the 
Air Force in the air. That is your main objective? 

Mr. Giteatric. That is my job. 

Mr. Bonner. A striking force in the air. Is that right? 

Mr. Gitpatric. To maintain the Air Force in the air, though you 
have to have ground facilities. You have got to maintain them on 
the ground, as well. 


AIR FORCE DOESN’T WANT MEDICAL DEPOTS IN ZONE OF THE INTERIOR 


Mr. Bonner. We come back to certain things. You can’t cover 
everything. We can only pick up certain things to make an example 
of. 

As to operating medical supply depots, is the Air Force desirous 
of oe ing one of these depots or any one of them ? 

Mr. Grrpatric. Where? In the United States? 

Mr. Bonner. In the zone of interior. Does the Air Force desire to 
go into a new field of operating—— 

Mr. Grupatric. We do not desire to take on any more responsibil- 
ities in logistics and supply than we have now. (See p. 110.) 

Mr. Bonner. When all around you, wherever you may be, there 
are sister services that perform these services ? 


COMMANDER SHOULD CONTROL THEATER LOGISTICS 


Mr. Gitpatric. Wherever a sister service can take care of us, we 
want them to perform that responsibility. 

I don’t know as yet the results of the Alameda test. I have been 
told that the test is coming along very well, and that as a result the 
Department of Defense, which has responsibility for making the next 
move in this medical supply field, is going to issue some regulations 
which will affect the Air Force as well as the other services. 

The only area I am concerned about is when we get out into the 
theater where in a place like England we have got to distribute our 
own medical supplies because no one else is there to distribute them. 

Mr. Bonner. We are not speaking of theaters. We believe with 
General Eisenhower that the senior theater commander should be 
able to control logistics in his area. We are speaking about the depots, 
the supply depots in the zone of interior, in the United States. 

Mr. Gitparric. At the present time all I can say is that we are not 
aiming in any way to set up a medical supply depot system. 


REQUIREMENTS DATA 


Mr. Bonner. When you buy for the other services, do they give 
you good requirements ‘data? 
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Mr. Givparric. I haven’t heard any complaints to the contrary. 
There is a certain slowness in the handling of papers, of which we are 
all guilty to some degree, but you have to understand that in handling 
Government money, military officers and civilian employees have to 
take certain precautions that perhaps they wouldn’t do in a private 
business where the standards of accountability are not as high. 

I have learned to become a little more tolerant of the precautionary 
measures which are taken in procurement. You can’t avoid a certain 
amount of red tape and delay when you are accountable to so many 
different agencies of the Government and to the people. 


SINGLE-SERVICE SUBSISTENCE SUPPLY WORKING 


Mr. Bonner. Would it be more economical for one service to buy, 
store, and distribute an item such as coffee for all services than for 
two services to do it? 

Mr. Gitrarric. When you get to distribution, I wouldn’t want to 
answer that question without looking into it, Mr. Chairman. I am 
completely sold on purchase and storage. 

Mr. Bonner. This is in the zone of interior. 

Mr. Gitparric. My impression is that when it comes to subsistence, 
we are continuing to look to the Quartermaster Corps. In the Air 
Force we are looking to the Quartermaster for all kinds of subsistence, 
whether it is coffee or whether it is something else. 

Mr. Bonner. Has it been satisfactory ? 

Mr. Ginparric. Lam sure it has been. 


AIR FORCE IS JOINT CHIEFS OF STAFF AGENT IN ALASKA 


Mr. Bonner. And, as I understood you to say, General Kepner at 
the present time in Alaska has only the authority to recommend ? 

Mr. Giueatric. That’s right. His command operates under the 
Joint Chiefs, for which the Air Force is the executive agent, and for 
final authority he would have to get a plan approved by the JCS. 

Mr. Bonner. Does he have any greater authority than he did a 
year ago? 

Mr. Gutratric. I think he has more guidance, and I think he under- 
stands a lot better than he did then what is expected of him. We all 
do. We have all learned a lot in this last year, Mr. Chairman. 

Mr. Bonner. We learned a lot there. I was amused. The general 
thought we were merely going to take supper and spend the night with 
him, and we spent practically two days, and the subcommittee learned 
a good deal there. 

Mr. Gitparric. So did he. 


JOINT CHIEFS OF STAFF STRUCTURE 


Mr. Bonner. Do you believe that the Joint Chiefs of Staff struc- 
ture should be improved ? 


LOVETT HAS REPORTED TO THE PRESIDENT 


Mr. Griparric. Mr. Chairman, I have discussed my ideas on that 
subject with Mr. Lovett, the Secretary of Defense. I know, as you 
were told yesterday, he has reported to the President. 
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I feel that whatever changes may be needed, he is the one, as the 
spokesman for the Department of Defense, to speak up. I don't feel 
free to testify on that subject. 

Mr. Bonner. We thought, of course, of having the Secretary of 
Defense and three other secretaries down here just at this season to 
vet some views from their experience, and so forth, that would guide 
the subcommittee and be of benefit to those who are voing to take over 
and succeed the present chairman of the subcommittee, and those who 
have had the responsibility. That is what we hope to get in these 
hearings for the benefit of our brothers in the future. 

Mr. Grurarric. I think you are entitled to that and I think it is a 
worthy objective. 

Mr. Bonner. That is one purpose of these hearings, to do that. 
Krom our experience and our observations to ask questions and to Pel 
from those who may be retiring assignments that I think they have 
performed well. We might disagree, others might disagree, but 1 
think over-all the men who have responsibility under certain condi 
tions have done their jobs well. 

They haven’t done all that this subcommittee anticipated or desired 
be done, but T understand what the civilian is up against in the Penta- 
gon. IT understand that well after seeing the whole scope, the magni- 
tude of this structure. 

Mr. Curtis, any questions ¢ 

Mr. Curtis. Mr. Chairman, first I would like to add my personal 


(ir 


compliments to you, Mr. Secretary, for this fine statement. It makes 
Se] e to me, 

It is one of the first we have had that I ean e something Ih. can see 
some a ‘complishments and see that there 1 ‘l real plan for going ahead. 


I was impressed with these figures, 40 percent of your maintenance 


vities performed by private commercial plants and you are going 


head a (| imve i goal of increasing it to CO pe reent, That is the sort 
of thing that makes sense to me and makes me think that you must 
ha evolved some form of cost ne untine so that von can estimate 
Ily does cost you on these things in respect to civilian 
| 
COST-ACCOUNTING SYSTEM 
I was wondering if you do have something specific on that and 


whether you have evolved a system of cost accounting that can be 


app! ed t »>these Various actly itie t} at the Air For 1S | neag | in now 
ind in some instances Is vetting out of 


AIR FORCE DEVELOPING MONETARY ACCOUNTING SYSTEM 


Mr. Ginparric. We haven't any such system in effect throughout the 
Air Force, but at a recent meeting which I conducted with the Comp- 
trollers of the Air Matériel Command, the Strategic Air Command. 
the Tactical Air Command, and the Air Defense Command, a plan 
was agreed upon whereby we would take those four major commands— 
and they represent a very substantial portion of the whole Air Force 
operations—and take the best accounting talent available in those 
commands and put them to work in establishing a complete base mone 
tary accounting system. 
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Now that will also include in the case of AMC the depots, but we are 
not going to try to do the whole thing at once because we know we will 
stub our toes so we are going to take it depot by depot, operation py 
operation. 

In this field that you are talking about, Mr. Curtis, what we do when 
we decide say to put nb the Allison plant in Indianapolis some over- 
haul work for J-33 and J-35 engines, is to make a study of what it 
would cost us in our depots to do that work, what it would cost us to 
have it done by Allison, and what we save in the latter event by not 
having to build more depots, hire more civilians, and so we satisfy 
ourselves that we are going to do a sound thing in the light of our 
investment in that aircraft plant. 

Mr. Curtis. You must have a general formula then that you are 
following where you decide to include certain items, just as you have 
said that you don’t have to put on additional civilian personnel, you 
will save some overhead here, and you don’t have to build some ware- 
houses or installations, and I was wondering if that formula might be 
available. 

One way of doing it would be to take the actual cost accounting that 
you have gotten up ona particular thing. Well, take the example that 
you gave us on Allison engines up in Milwaukee, was that ? 

Mr. Gitparric. Indianapolis. 


ITEMS INCLUDED AS MILITARY “cosT” 


Mr. Curtis. I am interested in seeing a specific set of cost-account- 
ing sheets to see for myself what you consider as being the cost when 
the military does it, because there is where we are getting down to the 
meat of this thing. 

Mr. Givearric. I would like to have your reaction to the very pres 
entation that was made to me when I approved this, because I think 
I have the same approach as a civilian that you would have or any 
other member of this subcommittee, and I would like to have you see 
whether you think my judgment was right or wrong, so I will submit 
to the subcommittee the facts and figures in that case, and you can 
apply vour own judgment. 

Mr. Curtis. You see what I want it for—I might say I think your 
judgment would be much better than mine, but it gives me a method 
of seeing the formula and the thinking that goes on and what you 
would conclude and consider to be a cost to the Air Force if they did 
go into this particular field. 


PRORATION OF OVERHEAD 


For example, } - st as a minor illustration, on coffee roasting out in 
Alameda, when I tried to get the figures, one of the things I asked 
the admiral was how much time do you spend on this. Even if it is 
an hour a day, some of this time should have been put to that par- 
ticular operation, but those ar: not things that are usually included 
in estimating the cost. That .< «hy I am trying to get to the details 
of it. I like the results you hawe shown here, which indicates to me 
you must have some system set up. 
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Now, collateral with that, how can an industry that feels they are 
capable of performing a service or an opel ration that you presently 
are doing yourself present its case to anyone in the Air Force? 

Is there any machinery set up? Suppose you are maintaining 
equipment, a certain type of equipment, and they think as an industry 
they can do a cheaper job for you, how would they present that to 
you?’ 

Mr. Givrarric. That happens all the time. An outfit will come 
in—I remember one from Texas a few months ago that felt that the 
point was going to be reached where we would want to have more of 
our overhaul work done on jet engines by commercial concerns, and 
they submitted a proposal. 

It was considered both at headquarters by the maintenance direc- 
torate and then referred to the Air Matériel Command, which is the 
operating end of this business, the one that gets down to cases. 

I don’t remember whether anything came of that particular pro- 
posal, but the way that any concern should advance that kind of an 
idea is to sit right down with the people who have that responsibility. 
They do the contracting out to commercial concerns. 

Then, of course, if the private concern doesn’t get what it considers 
to be adequate complete consideration, they can come by the head- 
quarters, and I personally get into a number of these cases in the end. 

Mr. Curtis. I get a lot of this as a member of the Small Business 
Committee, and one of the main difficulties they find is being able to 
present their-ease.. They can’t even get.a hearing. They don’t know 
who to present it to. 

Many of them say, “If we could only sit down and give our cost 
analysis and compare it with the Government’s or the armed services’ 
or whatever department is doing it, we could prove our case.” 

But they never know where to begin, and usually, incidentally, 
when they get into comparing the figures, the cost-analysis system 
used by the governmental department is such that they don’t include 
so many items that are actual cost that you can’t really present a case, 
if you follow my thinking on it. 

Mr. Gitpatric. Yes, I do. 

Mr. Curtis. I think that we would be going a lot faster if we ac- 
tually had a system set up where private enterprise knew. where they 
could go and present their case to the Air Force on many items. 

I don’t think it is too well known now. You say they would have 
to figure it out on the local level, but I am thinking more on the 
broader level of an industry-wide operation like coffee roasting, just 
as an illustration, or maintenance and overhaul of automobiles, civil- 
ian-type automobiles, which I do believe the armed sehvices are get- 
ting out of that business a little bit. 

Mr. Giuparric. That’s right. Well, I don’t think that a concern 
of the character that you have in mind gets the runaround in the Air 
Force, because there is only one place they need to go, and that is to 
Dayton. 

If they have any questions, I refer people every day practic ally who 
apply to my office to the particular individual, office, agency, directo- 
rate or a subdivision, and usually follow up on that if ‘they don’t get 
satisfaction. Nothing is more frustrating than just to go blindly into 
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an organization of 34,000 people and try to find the right guy to talk 
to, so ‘they need some guidance, but it is not impossible of achievement. 


AIR FORCE—GENERAL SERVICES ADMINISTRATION 


Mr. Curtis. Now on the work that you are doing now, the arrange- 
ment, the agreement you are working out with General Services Ad- 
ministration on common-use items, that is one of the most encouraging 
things that I have seen in a long time. 

Are you going to be operating through them on a revolving fund? 
What short. of accounting system are you going to use, or what are 
you using on that? Are you using the revolving fund? 

Mr. Giuparric, Well, we only have a stock fund now. 

Mr. Curtis. That’s what I mean, a stock fund. 


PLANS FOR STOCK FUNDS 


Mr. Gitpatric. In clothing. We are next going to us the stock 
fund or industrial-type operation in petroleum, P OL. After that the 
next area is lumber, wood products. Next is subsistence. 

We have got a program worked out with the Assistant Secretary of 
Defense, Mr. McNeill, who sort of presides over this whole area within 
the Department of Defense. I think his assistant was here yesterday. 
Step by step we are going to deal with all these different major areas. 

Now I just got a memorandum this morning from Mr. MeNeill 
stating that he expected that our depot operations would be put on 
a monetary accounting basis. Well, as I have indicated to you, we 
were already working toward that, so we will probably come out 
about the way he wants us to by working on our own and with his 
people. As far as GSA is concerned, can you tell me, Colonel Me- 
Cawley, what the basis of dealing is? 


GENERAL SERVICES ADMINISTRATION HAS STOCK FUND 


Colonel McCawtery. The base has its own money for local purchases, 
and they buy from GSA with the money that is available to them for 
local purchase items. It amounts essentially to the operations of a 
stock fund in which the stock fund is owned by GSA. 

Mr. Curtis. That is what I want. In dealing with your other 
governmental agencies like GSA, would you be set up on that basis? 
Th: it gives you, it would seem to me, the control that you need. 

Mr. ( Gitpatric. That’s right. 

Mr. Curtis. Even though it is being handled by GSA, your control 
is very clear in your own service. 


ADEQUACY OF ARMY ORDNANCE SERVICE 


Incidentally, on that we were pleased that you get adequate supply 
service from.the Army. Are you also getting satisfac tory ordnance? 
I understand you do go to the Army for that, thé Ordnance Corps of 
the Army. 

Mr. Givpatric. Did you say the Ordnance Corps of the Army? 

Mr. Curtis. Yes. I want to be sure of my facts first. Don’t you 
zo to the Army for your ordnance supplies? 
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Mr. Gitparric. We do, except for development and testing, but 
when we get into volume procurement, we ask the Army to buy our 
rockets and our bombs and our machine guns and our other armament. 

Mr. Curtis. And engineering, too, I presume ¢ 

Mr. Gitparric. Yes. 

Mr. Curtis. Now is that adequate? That is more of a technical 
supply of course, but it is interesting to know whether that is working 
out. 

Mr. Ginrarric. As far as procurement is concerned, yes, subject. to 
the amount of delay that these interdepartmental purchase requests 
are subjected to. That is just more paper work. 

Mr. Curtis. How about your research and development? That is 
where I heard that there might be some difficulty, and I can see the 
problems on both sides. Are you experiencing difficulty 


AIR FORCE FAVORS ORDNANCE RESEARCIL BY INDUSTRY 


Mr. Gitearric. We tend to favor in the Air Force having an indus- 
try in this country, not relying on gun factories and arsenals and 
Government-owned facilities. We believe that you get two outfits 
like, say, General Electric and Pontiae competing and making a 
machine gun or some other type of armament, you are going to get 
a better product than if you just rely on a Government monopoly, so 
to speak. 

Some of our ordnance friends don’t always agree with us on that, 
but that is what makes the world go round, and that is what makes 
horse races. 


JOINT CHIEFS OF STAFF ACTION ON ORDNANCE RESEARCH 


Mr. Bonner. What is being done about it by the Joint Chiefs ? 

Mr. Ginparric. Mr. Johnson, the Under Secretary of the Army and 
I, have reached an agreement, and I would like to supply a copy to 
you, because I think it represents a great step forward in this field. 

(The Army-Air Force agreement on ordnance follows :) 


DEPARTMENT OF THE AIR ForCE, 
Washington, August 26, 1952 
Memorandum for Assistant Secretary of the Army, Research. 
Subject: Aircraft armament. 

The Army’s viewpoint on the subject of responsibility for aircraft armament, 
as expressed in your memorandum of August 15, 1952, is acceptable to the Air 
Force. IT am sure that the arrangement which you suggested and which we 
ire willing to follow will work out to the mutual advantage of both services. 


R. L. Griparric. 


OFFICE OF THE ASSISTANT SECRETARY, 
Washington 25, D. C., August 15, 1952. 
Memorandum for the Secretary of the Air Force. 
Subject: Aircraft armament. 

1. In an attempt to terminate a long-standing controversy of the subdivision 
of responsibility for aircraft armament, research and development, and procure- 
ment, the following thoughts are offered as summarizing the Army's viewpoint. 

2. The right of the Air Force to conduct research and development on aircraft 
armament is recognized, 

%. The Army fully recognizes its responsibility to act upon MIPR’s properly 
presented by the Air Force. 
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4. Because of the present tendency to telescope research and development 
into procurement resulting in production being frequently initiated without com- 
plete drawings and specifications, the Army believes it is essential that where 
it is to be the procuring agency, the Air Force coordinate its research and develop- 
ment processes as early as practicable with the Army personnel who will have 
procurement responsibility. This will assist materially in the conversion from 
research and development to production. 

5. The Army subscribes to the principle that whenever the objectives of the 
aircraft armament program can best be achieved by placing with industry a 
production contract for an item for which the Army has procurement assign- 
ment, as a basic policy the Army will endeavor to place such production contract 
with industry and particularly with the development contractor when recom- 
mended by the Air Force; in any case, the Army will give the development con- 
tractor the same preferred consideration as it would a eontractor developing 
an item for the Army’s sole use. 

EarL D, JOHNSON, 
icting Secretary of the Army. 

The Army has agreed to let us go ahead and stimulate private 
industry through research and development contracts to come up with 
proposals, inventions, improvements, and the Army Ordnance has 
said when we come in to them and say we have got a certain item 
which a private concern has developed and we want to buy that in 
quantity, the Army will give very close consideration to placing the 
production of that item through that concern, instead of moving it 
over and putting it into a gun factory or an arsenal. 

That agreement I consider a major step forward in the relations 
between the Army and the Air Force on armament, and I will see 
that you get that. 

Mr. Bonner. Is the N vavy in on this? 

Mr. Griparric. No, because the Navy doesn’t buy much armament. 
They buy rockets and arms. 

Mr. Bonner. Excuse me just a minute. Now we have created the 
Air Force. Now the other services are building up their air forces. 

We are going right back to where we have three again. We are 
going to have three air forces it looks like and is apparent, because 
the Army is going forth with certain types of combat airplanes 
today. 

Mr. Gitpatric. Not combat. 

Mr. Bonner. Well, aren’t they using the helicopter? 

Mr. Gripatric. That is not a combat aircraft. 

Mr. Bonner. Well, not combat but in combat service. What I 
wanted to get down to in industry is the construction, and you said 
something about the repair of engines and planes by industry instead 
of by your repair bases. Now the Army and the Navy are using the 

same industry that you are using, are they? 

Mr. Gipatric. Not the Army because whatever aircraft—— 

Mr. Bonner. Well, the Navy, aren’t they ? 

Mr. Giipatric. The Navy and ourselves work very closely on all 
aircraft procurement. 

Mr. Bonner. In any of these industrial sm are you having three 
sets of inspectors, the Marine Corps, the Navy, and the Air Force? 

Mr. Giipatric. No, sir. 

Br. Bonner. Well, who does the inspecting ? 

Mr. Gruipatric. It depends on the service that has cognizance over 
that particular plant. At Pratt & Whitney, to use the example I 
mentioned earlier, the Navy does the inspecting, although Pratt & 
Whitney makes most of its engines for the Air Force. 

26665—53——15 
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Mr. Bonner. And you don’t have any inspection ? 

Mr. Giiparric. No, sir. 

Mr. Bonner. The Navy does the eee 

Mr. Gr-eatric. That’s right. Now at North American on the other 
hand, in Inglewood where some planes are being made for the Navy, 
but which is an Air Force cognizance plant, we are doing the inspect- 
ing, so you don’t have two sets of inspectors. 

Mr. Bonner. In the same plants? 

Mr. Gitpatric. That’s right. 

Mr. Bonner. Now where you send your engines for repair into a 
plant-—— 

Mr. Grrparric. The same thing is true. 

Mr. Bonner. And the helicopter production ? 

Mr. Gitpatric. The helicopter production is handled the same way. 
Mind you, the Army doesn’t buy any aircraft directly. We buy what- 
ever aircraft—— 

Mr. Bonner. You buy helicopters and turn them over to the Army ? 

Mi. Givparric. Or light liaison airplanes. We buy all the aircraft 
that the Army uses in its organic aviation units. 

Mr. Bonner. If that is the case, why can’t one service inspect all 
petroleum products ?¢ 

Mr. Gitparric. Well, in the case of petroleum products you have 
thre major div isions. You have fuel for vessels. 

Now, obviously, the Navy, as the rincipal service having to do 
with maritime matters, knows more hea fuels for vessels than the 

Force or the Army. The Army is predominant in the ground 
transportation, motor vehicles. When it comes to aviation gas, as 
I said, we have—— 

Mr. Bonner. After all, it is petroleum engineers 

Mr. Gitparric. No; their plants are just as different as day is from 
night. 





PETROLEUM INSPECTION ON AREA BASIS 


Mr. Curris. Mr. Secretary, might I interrupt there to get some 
thing straight? Isn’t your petroleum inspection done on a geograph- 
ical basis as to which service has it¢ That is what I understood. 

Mr. Giuparric. But it is done in areas where there is a concentration 
on certain types of—— 

Mr. Curtis. I can understand, if your inspection might be divided 
on the fact that there is a difference in kind, that would make sense ; 
but, on the thing that you call parceling out, that is the theory that 

alarms me, and it looks like parceling out when you put it on a geo- 
graphical basis. The Army gets this; the Navy gets this, and “the 
Air Force gets that, which, incidentally, is what they are doing on 
the medical supply. That is what they are talking about. 

I liked your term “parceling out,” because it very aptly describes 
what is being done. 

Mr. Griiparric. I think it is to the interest of the Government to 
use the capabilities of each service. For example, suppose the Air 
Force were assigned the responsibility for all petroleum inspection. 
We have to either take over from the other services the people they 
have who are + that job or train them and hire them ourselves. 
Many of them are military. 
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Mr. Curtis. In the area indeed where the Air Force has got the 
job and there is some petroleum production for motor vehicles and 
fuel for vessels, you are in charge of that inspection because it comes 
in your geographical area. ‘That is what you are doing; isn’t it? 

Mr. GILPATRIC., But we are each of us util Zing to the best of our 
ability—and this was all done under the direction of Admiral Fowler’s 
office in the Department of Defense, so it wasn't a question ot dealing 
out three hands and saying, “We will take our share and you take 
your share.” 

This was an operation whereby we got the most for our money In 
all three services and utilize the abilitie sande xperience we have. 

Mr. Curtis. But the } rrocurement is unified: is it not? I thought it 
was just the baacectinih All petroleum is bought through a joint 
agency ¢ 

Mr. Gitpatric. The whole business is unified, and this whole inspe 
tion system goes on under the Petroleum Agency ot the Munitions 
Board, which does the procurement. 

It simply was the most eflicient way of utilizing the abilities the 
three se Ci vices he ave and the ate le who know this job. 

Mr. Curtis. Why wouldn't an inspection corps for petroleum solve 
it ? ae them out of the aan wet them out of the Navy, and get 
them oul of the Air Force. Then their job Ss petroleum Inspect on, 
period. 

Mr. Giiparric. I can’t agree with you on that. I think, if you give 
the Navy the job in areas where it has installations and bases and 
people, you are vrolng to save a lot of trai sporting Ol people around, 
building up new headquarters, new offices, new agencies, if you use 
what 7 have got. Don’t start a new agency. 

Mr. Curris. I am not asking for that at all. I am simply saying 
you are using - what you have got, but what you are doing is you are 
pare eling them out geographically as best you can because you do have 

i. basic differentiation, as you say, in the kind of petroleum products 
you are getting; but, although you are parceling it out, you still aren’t 
unifying it. 

Mr. Ginpatric. I think it is unified. I feel that this whole petro- 
leum area is unified, and all you are doing is using the best talents of 
each se ry ice in certain areas. 

Mr. Curtis. Isn’t it the same thing in your —- in your avia- 
tion plants where the Air Force has Lockheed and the Navy will have 
Martin, and yet the whole job is inspecting airplanes, and yet each 
one is parce led out to their partic ular fac tory ¢ It just looks to me as 
an attempt to try to hang on to what you have already got rather than 
to unify and simplify. 

Mr. Gitratrric. You get a point of bigness where no organization in 
the world could do a good job. You couldn’t assign, for example, to 
one agency, in my judgment, the inspection of all aircraft facilities in 
this country. It would be altogether too big to be run efficiently. 

Now, you have got to remember that this country has gained a lot 
from competition in industry, and we can get it in the services too if it 
is healthy and not overdone, and I have observed between the Bureau 
of Aeronautics and the Air Force a very healthy rivalry in trying to 
do the best job, and I wouldn’t want to see that eliminated.. I would 
not want to have a Post Office Department run, for example, the entire 
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nspection system of the United States. I think you would lose a lot 
by that. It’s too big. 


APPLICATION OF MEDICAL TEST 


Mr. Curtis. So, in other words, getting back to this medical test, 
for example, and the language of Secretary Lovett’s directive of 
July 17, 1951—or, rather, it is a memorandum, entitled “Basie Policy 
Governing the De partment of Defense Sup ply Syste m”—under 5—C, 
I want to read this: 

Priority study shall be given to the feasibility of assigning a single military 
department the responsibility for procurement distribution, including depot 
storage, depot maintenace of such equipment. Medical supplies shall be the 
first category to be studied 

So, we have the Alameda test to study that. But the whole premise 
here is that it is presumed at any rate that a single military Depart- 
ment would be feasible, and this is a priority study to see whether or 
not it would be feasible, and that is what Iam talking about. This 
parceling out is not a single-department responsibility for these 
things. 

Now, Lam very glad to get your argument on the other side because 
I do appreciate there is a lot to be said both ways; but, so far for ex 
ample on the Alameda test, we don’t get any arguments as to why it is 
not feasible for a single military Department to have responsibility 
for these given fields. 

In fact, I heard a lot of talk that you would not save in personne! 
and there wouldn’t be a duplication of overhead if each three of the 
services kept up their own medical supply unit. The Air Force not 
having one, you are going to have to get one in order to take care of 
your parcel that will be assigned to you. 

Mr. Gitparric. Well, no; I don’t think that is going to happen, but 
I am not qualified—you may be right about this medical-supply 
business. 

Mr. Curtis. I am using that, sir, as an example; and so, too, petro- 
leum inspection is a further example of whether you are going to do 
what you say in in your opinion is good, the parceling system, or 
whether the system of a single military department for that is good. 
Your theory may be right. 

Mr. Gitparric. I say, when you get to a certain point, you have 
to decentralize. That has been the experience with the most suc- 
cessful businesses in this country. 

Mr. Curtis. Yes, but it is centralized under one; isn’t it 7 

Mr. Giuparric. Sure we have that in the Department of Defense, 
the Munitions Board, or whatever takes the place of the Munitions 
Board in the future; you have got to have common policies. You 
have got to have coordination and control at the top. 

Mr. Curris. All right, now let’s take petroleum inspection. 1 
asked the question earlier of Mr. Kimball of where the three services 
met as far as deciding on their inspection forms to be sure that they 
had the same basic formulas. 

we Gitparric. They met in two —_ I don’t know what he 
said, but my understanding is that both in Admiral Fowler’s office. 
which has jurisdiction over standardization, ad in General Johnson’s, 
who happens to be an Air Force general who is serving under the 
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Munitions Board directive as the head of the Petroleum Agency — 
both of those agencies, which are Department of Defense agencies, 
see to it that the inspection procedures are uniform and that you 
don’t have different methods and different procedures being followed 
by different individuals in the services. I call that unification by 
my definition. 

Mr. Curtis. Well now, this squabble over this petroleum inspection 
started in the Texas region, as I understand it, where the three serv- 
ices were all inspecting. Do you think that this new parceling scheme 
will cure this ¢ 

Mr. Gitrarric. Yes, sir; I think so. If it doesn’t, we will have to 
take another look at it, but I was convinced when I saw the plan 
that it was a great step forward, and did eliminate what was wrong 
with the previous way. 

Mr. Curtis. I want to emphasize again that petroleum is only an 
example of a formula as I see it. It is how we are going ahead with 

lot of these things. It is not just medical supply or petroleum in- 
spection or aviation Inspection. 

It is whether each one of these services is going to be a complete 
whole in itself and have all these departments and bureaus and every- 
thing else that goes to perform all of these functions, or whether we 
actually are going to have the three services independent where they 
have to be in their own fields, and yet be common where they can be, 
and not have three organizations for each little thing that is done. 

And, in respect to your entire military job, petroleum inspection 
is a little thing, as big as it might be. 

Mr. Griiparric. Well, where l would part company with you is on 
the idea of having one formula for everything. I don’t think that 
will work. 

If you are talking about photographic equipment and supplies, 
that is a small enough field of supply so that I think you could have 
efficiency and economy and good management if the whole business 
were left to one department. 

Mr. Curtis. Now we are getting somewhere. I can see that. I 
see your argument and I see this. 

In certain instances the feasibility of single-department respon- 
sibility in many of these fields could come about, and that is what I 
think Secretary Lovett was saying here. 

He thought so, too, and he said priority shall be given to the feasi- 
bility of assigning to a single military department these responsi- 
bilities. Medical supply items shall be the first category to be studied. 

Now, that is a big field too, small as it is in relation to the whole; 
so, he wasn’t talking in this directive about necessarily just big things. 

Now, where is the breaking point? Maybe you are right that in 
petroleum inspection that is one that should be parceled out, but these 
things sound a great deal more to me like they are just coldly caleu- 
lated deals between the three services. Tam just giving you my views. 

Mr. Ginparric. All right; I am taking issue with you. 

Mr. Curtis. I said, it seems to me that these are jus st col lly caleu- 
lated deals od the three services in preserving their own little 
bailiwicks, and it is particularly true in this medical supply, where 
the Army is pated to take over Alameda. but now the Navy wants its 
establishment there. The Air Force, I appreciate, has not been in on 
it; but, even so, Mr. Foster suggested that probably, where the Air 
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Force is the predominant group in an area like North Africa, you will 
then have to have your medical-supply organization set up. The 
feasibility of a single-department study is really the question in my 
mind, and I do not know even now whether the feasibility of a single 
military department on the inspection of petroleum was considered. 

Mr. Gitparric. Yes;it was. It was considered by me, at least. Dur- 
ing my 2 years in the Defense Department, I do not recall seeing any- 
thing that looked like a coldly calculated deal between the services. 
I do not think that that has been the spirit. 

Now, maybe the results look that way, but I think there has been 
an entirely different approach in the last 2 years. It has been due a 
lot to the kind of guidance we have gotten from this committee. J 


aim not tak ng credit for it. 
MORE ON ALASKAN LOGISTICS COMMAND 


Mr. Curtis. Mr. Secretary, I will say this. Your statement here is 
splendid, and certainly reflects just exactly what you are saying now. 
And I believe that people like yourself are doing a real job there. 
But I have my fingers crossed on what may be going on within the 
professional services themselves, as to setting these things up. 

I have one or two other questions that I would like to ask, Mr. 
Chairman. 

On this letter to General Kepner, you said that a letter was written 
to him clarifying his views of his responsibilities in the area. I have 
his statement here of May 3, 1952. 

Mr. Gitparric. No. It was after our hearing last summer, Mr. 
Curtis. 

Mr. Curtis. It was when the letter was sent to him. 

Mr. Ginpatric. It was after that, because I did not get into it per- 
sonally until you brought it home to me as fully as you did in the 
summer. (See Field Conferences on Federal Supply Management, 
part I, held at Dayton, Ohio, August 18, 1952.) 

Mr. Curtis. Now, the question that I have in mind is this. Is Gen- 
eral Kepner actually now, if you know, going ahead to perfect a plan 
which will be submitted for approval, and so result in orders being 
directed to him, which he says that he has to wait for, and apparently 
he does? 

Mr. Giuparric. That is my understanding. I have not talked to 
General Kepner about this, but I think that those are the instructions 
that he is under. 

Mr. Curtis. Yes. I realize these things take some time, but I would 
think that, if the pressure were on, as you suggest that it is on, 3 or 4 
months have gone by, and, of course, a full year has gone by since we 
originally ran into this thing, and the progress report seems to rest 
with General Kepner as to whether or not he actually is preparing a 
plan for approval. Iam disturbed that we do not know whether he is 
or isnot. Heis supposed to. 

Mr. Gripatric Suppose you lay it upon me to follow that up. I 
will undertake that. You have me here, and not him. 

Mr. Curtis. I appreciate that. But, of course, we are interested in 
these results. 

Mr. Bonner. You may follow it up. But I wish that you would 
give us a little something here so that we can incorporate it in our 
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hearing, to show that we are still interested in it and want to go for- 
ward with it. 

Mr. Giipatric. I am very well aware of that. 

Mr. Bonner. So, you will send us copies of such communications as 
you may have. 

(Copies of communications referred to are as follows:) 


HEADQUARTERS, UNITED STATES AIR FORCE, 
CINCAL ELMENDORF AIR ForcE BASE, ALASKA, 
December 8, 195 2. 
From: AFMPC. 

At Bonner committee hearings on 3d and 4th of December, both Mr. Foster and 
Mr. Gilpatric were questioned as to what conerete actions have been taken in 
Alaska to improve coordination of logistic matters between the three services 
and to eliminate any duplication or overlapping. Request you prepare such a 
list of past accomplishments and plans for the future, covering the whole field 
of logistics. The list should contain as many items or instances of substance 
as possible. Each item or instance should contain an estimate of the additional 
resources such as personnel, funds, equipment, or facilities which would have 
been required had your coordinating action not been taken. The Bonner com- 
mittee is interested particularly in action taken since their visit in October 1952, 
but the more important actions taken before that time may be listed also. Request 
reply by December 23. 








DEPARTMENT OF THE AIR FORCE, 
Washington, November 21, 1952. 
Hon. Hersert C. BONNER, 
Chairman, Inter-Governmental Relations Subcommittee, 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 

DEAR Mr. Bonner: After our discussion at Dayton last summer regarding the 
merits of unified logistics arrangements within the Alaskan Command, I asked 
the staff to look into this subject. This was done and recently General Twining, 
the Acting Chief of Staff, wrote a letter to General Kepner, of which a copy is 
enclosed. 

I will, if you wish, keep you posted on further developments on this matter. 

Sincerely yours, 
R. L. Greparric. 


\ DEPARTMENT OF THE AIR Force, 
OFFICE OF THE VICE CHIEF OF STAFF, 
UNITED STATES AtR Force, 
Washington, D. C., November 19, 1952. 
Subject: (Unel) Unified logistic arrangements within Alaskan Command. 
To: Commander in Chief, Alaskan Commund, APO 942, care of Postmaster, 

Seattle, Wash. 

1. As you know, recent investigations by one of the congressional committees 
have occasioned expressions of concern over the duplication or overlapping of 
service logistic functions within the Alaskan Command. For example, a hypo- 
thetical question was asked during the Bonner committee hearings in Alaska 
to determine how the Alaskan Air Command would obtain desks should none 
be on hand in the air depot and the Army depot had 100 in stock. The infor- 
mation furnished in reply apparently was not wholly satisfactory to the 
committee. 

2. Attached for your information is a copy of the recently issued DOD military 
supply system regulations. These require, among other things, the further inte- 
gration of supply support activities and the further development of unified logistie 
arrangements for overseas theaters. Implementing instructions pertaining to 
these directives will be forwarded in the near future. 

3. This headquarters and the Departments of the Army and Navy consider 
that current JCS directives (unified command plan, joint action Armed Forces, 
and joint logistics policy and guidance) assign you authority, functions, and 
responsibilities adequate to insure the full coordination of logistic support 
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among your component commands. This coordination requires the review of 
service component requirements, priorities, and programs, and thus enables you 
either to take action or to make recommendations leading to increased military 
effectiveness and economies in logistic operations within your command. 

4. The responsibilities and functions outlined in the referenced JCS directives 
include, among other things, investigations and studies of: 

(a) The furnishing of supply support for common-use standard-stock items 
by one military service to the other service or services within an area, either by 
single-service assignment or by cross servicing 

(b) The establishment of joint local purchasing offices in Alaskan communi- 
ties where two or more services are located, in order to avoid competition among 
the services as well as to take advantage of lower prices which might be available 
for larger purchases resulting from consolidated requirements. 

(c) The use by two or more services of Government-owned commercial-type 
facilities, such as warehouses, motor repair shops, bakeries, laundries, and com- 
missaries; and/or the furnishing of supply services such as bakery, laundry, 
commissary, and repair services, by one military service to another. 

(d) The establishment of procedures for the publication, distribution, and 
screening of lists of supplies which are excess to the needs of any one military 
service in Alaska, in order that such excesses will be readily available to meet 
the needs of another military service. 

5. Your recommendations and comments are to be submitted to the Chief of 
Staff, USAF, executive agent for the JCS, in accordance with paragraph 2f, 
section 5, chapter 1 of AFM 400—4 (joint logistics policy and guidance), when- 
ever it is found that: 

(a) The elimination of unnecessary overlapping and duplicating logistic func- 
tions and operations will demonstrate a net advantage to the Department of 
Defense as a whole, and at the same time will not adversely affect military 
operations ; or 

(b) A reassignment of logistic functions among component commands will 
result in increased military effectiveness without appreciable changes in cost of 
operations 

N. F. TwINIna, 
General, USAF, Vice Chief of Staff. 


OBLIGATION AND DEOBLIGATION OF FUNDS 


Mr. Curtis. Mr. Secretary, in your statement, which, of course, 
implements the Department of Defense directive 4000.8, you have 
set out, of course, the ideal of procurement in planning it and sched- 
uling it on deliveries, and so forth. I have been very much concerned 
with the fact that a great deal of the obligating of funds is tied in with 
the appropriation bills of the House. Far from following this for- 
mula, the practical thing has been to have a great rush to obligate all 
your funds so that there are no unobligated funds when you come 
before Congress for more money. 

The special subcommittee of the mutual security appropriation of 
the House, of which Mr. Vaughan Gary was the chairman, had sup- 
plemental hearings, part 2, when we considered the mutual security 
appropriations for 1 955, and to a certain extent these hearings were 
held because of some discussions I had had, and I guess some other 
Congressmen, too, about finding out about these unobligated and un- 
expended funds. To me it is almost unbelievable that such a thing 
should occur, but when the committee called back the defense depart- 
ments, the Air Force, Army, and Navy, in regard to some of the 
details on unobligated funds, we found that there is almost a $408,- 
000,000 error, that there actually was $408,000,000 more funds un- 
obligated than the testimony had originally shown, and, of course, 
the Air Force was in on this, too. 

During the debate on the floor, I tried to tack on to it an additional 
$208,000,000 cut, where Mr. Gary put a $200,000,000 cut, but I said 
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that we ought to cut off all the unobligated funds. The argument was 
advanced, “If you do that, you encourage the military departments 
to be even more unrealistic in letting these contracts.” 

Another bit of information that came out was that right before 
the end of the fiscal year, the few months preceding the amount of 
obligated funds went up to 100 or 200 percent of what it had been 
before. In other words, there was a great rush to get those funds 
obligated, which, of course, could mean only one thing—unrealistic 
contracts signed. And I ran into a new term in here, too, of “cde- 
obligating” the funds, which is a neat little trick, of writing an un- 
realistic contract, and then before the deadline is passed, deobligating 
the funds, and using them for what you want elsewhere. 

What I am concerned about is this. In following out Secretary 
Lovett’s directive, what is being done in the Air Force to try to meet 
that problem of not tying it in with what Congress might have appro- 
priated, but rather in with a realistic schedule? There is one cf the 
best checks that you people would have as to whether or not your 
original budget was right, if you overestimated. Of course, anyone 
can overestimate; I appreciate that. But if it is too much over- 
estim: ated, some ‘body oby iously was not doing HT cood iob of budgeting 
in the beginning. It is a good check. 

But if this other theory is followed of just getting everything 
obligated so that you do not come under Congress’ surveillance, it 
certainly is directly contrary to the directive of Secretary Lovett. 


OBLIGATION OF AIR FORCE FUNDS 


Mr. Girparric. Let me tell you, Mr. Curtis, what has been done this 
year in the Air Force. I am not denying that mistakes have been 
made in the past and that we have had our part inthem. But this year, 
we recognized that we had to do a better job. It is a 12-month job. 
You cannot do it well in 1 month. We do not have the people and we 
do not have the facilities to do the job over. It has to be right the first 
time. It has to be done in an orderly manner, spread out over the full 
fiscal period. So we started out in September of this year, having 
given the Air Matériel Command and our own programing people a 
couple of months to get up projections which would operate as sort 
of a target or a criterion against which we could check performance, 
and we had two sets of those projections, one on the release of funds 
from headquarters, that is, the programs on the basis of which money 
would be made available to the Air Matériel Command, to obligate. 
That would be a check on how fast our people in the headquarters were 
putting out to the purchasing agent the money for specific pro- 
curements. 

We also asked the Air Matériel Command for a projection of what 
they could do in an orderly way in obligating the funds. 

Now, I just happened to be re: ading over i morning a report of 
what the results were as at November 30, that is, at the end of 5 months. 
T find that the Air Force has oblig vated 44 perce “a of the funds avail- 
able to it for obligation during fiscal year 1953, out of fiscal year 1953 
money. That shows that we are not waiting until the end of the year. 
We are doing this in an orderly, well-spaced manner, and as measured 
against the projections, the programing people have come within 
percent of meeting their projections. That is, 96 percent of the 
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moneys that should have been released to the Air Matériel Command 
for obligation has been released. 

Now, the Air Matériel Command is a little more behind than that. I 
think the Air Matériel Command has obligated, I believe it is, 85 per- 
cent of the moneys that they said they would obligate. Well, I feel 
sure that they have some reason for short fall as ‘of that particular 
date. But even that is not too far off from what they ought to be 
hitting. 

So what Iam getting at is that we have very definite plans whereby 
over the entire fiscal-year period we go about this programing and 
procurement and obligating job in a way that should prevent recur- 
rence of the kind of conditions that you point to as having taken place 
in prior years. That is what we are trying to do this year. 

Mr. Curtis. I understand that the Bureau of the Budget, too, has 
said that you could not obligate during the last 3 months of the fiscal 
year at a monthly rate of more than 125 percent of the average 
monthly rate of obligation during the first 9 months of the year. 

Mr. Ginearric. Yes. That applies to procurement out of annual 
funds and will tend to prevent the sort of think that you had in mind. 

Mr. Curtis. That is all. Thank you. 

Mr. Bonner. Mr. Meader? 


AIR FORCE SUPPLY EXPANSION IN EUROPEAN COMMAND 


Mr. Meaper. Mr. Gilpatric, I wonder if you are familiar with the 
situation in Europe that the subcommittee found and the schedule of 
take-over programs for common-use items which the Air Force had 
theretofore been receiving from the Army. (See pp. 18, 140, and 141.) 

Mr. Gitratric. I know what the situation was up until the time 
that you made your position so forcefully felt. But since last March, 
what you felt was being planned earlier than that has definitely been 
stopped. In other words, there is no further planning along the lines 
that you found reflected in certain people’s minds. 

Mr. Mraper. Now, just how has that been stopped? That is what I 
am trying to get at. I believe that as of October 1, 1951, this inter- 
service agreement of January 1950 provided that all quartermaster 
items would be taken over by the Air Force. Am I correct about that ? 

Mr. Giirarric. I do not remember the exact dates. But before you 

came in, I put in the record a directive which we have issued to the 
Commanding General of the United States Air Forces in Europe, 
making clear that beyond peradventure of a doubt, our earlier stop 
on that still held. In other words, we have issued three separate sets 
of directives, starting in March, and again in July, and again this fall, 
reiterating to our commanders in Europe that the previous EUCOM 
agreement, as we called it, could not be carried out, and that we were 
not going to take over from the Army these common-use items in our 
supply system. So that is a thing of the past. That is not going to 
be carried out. 

Mr. Meaper. I had in mind particularly that certain of these items 
were already in the process of being taken over before these directives. 
I was thinking specifically of quartermaster items, which I believe 
were to have been taken over by the Air Force as of October 1, 1951. 
I understood that lack of space and personnel, and so on, prevented 
them from meeting that deadline. But I assume that by the time 
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these directives came out that you refer to, which would have come out 
sometime this year, some of these items have been taken over. 

Now, what I am trying to get at is this: Was the process reversed ? 

Mr. Gitparric., If anything was working well and efficiently, we 
have not undone it, because you do not save anything that way. If 
the Army has stopped doing something for the Air Force and we have 
taken over a function, it does not necessarily help matters to reverse 
the thing. I do not know specifically the answer to your question. 
Perhaps Colonel McCawley can tell us. 

Colonel McCaw try. We stopped where we were when those three 
stop orders were issued. We stopped what we were doing at that time. 
But they did not, as Mr. Gilpatric said, reverse any process that had 
been gone through. 

Mr. Gitratric. I do not think that very much had happened. 

Colonel McCawtry. Not too much; no, sir. 

Mr. Meaper. Let’s get back to the subject Mr. Curtis was interested 
in, using the medical depots as anexample. In the event that the plan 
is to have the dominant service in a geographical area supply the other 
two branches of the service—let us say in north Africa, for example, 
where the Air Force is likely to be dominant—is it your intention, to 
train personnel, specialists, in medical-type items and establish a medi- 
cal depot in north Africa and serve not only your own forces, but 
whatever Army and Navy units happen to be there ? 

Mr. Girrarnic. If we have to provide that service—and I feel where 
the Air Force is 10 to 1, the predominant service, and has all the major 
support responsibilities, it does not make sense to send the Army or 
some other service in there just because 2,000 miles away it is doing 
a similar operation. I think it ought to be done, as any good business 
concern would do it, by doing it in the most economical, efficient way 
for that area. 

Now, there will not be many areas where that would apply in the 
medical-supply field, because we do not have any corps of specialists, 
to begin with. Wedo not have depots. We do not have a system now. 

Mr. Meaper. You do not have separate hospitals: do you, Mr. Gil- 
patric? 

Mr. Gitrarric. Yes; we do. 

Mr. Meaper. How do they compare with the number of Army 
hospitals? 

Mr. Gitrarric. We do not have anything like the Army hospital 
system. You compare Walter Reed with Bolling Hospital, and you 
get a fair idea of how minor the Air Force facilities are. 

Mr. Meaper. Now, referring to page 1244 of our overseas hearings, 
item 6 (d), on that page, says: 

Air Force intends to provide for its own complete medical service, including 
hospitals in France. 

Mr. Grparric. That is part of that EUCOM agreement which has 
been put on the shelf. 

Mr. Meaper. Now, what I am trying to find out, in the light of 
Mr. Foster's testimony yesterday, is whether this means that your 
program will proceed in setting up functions which are completely 
new to the Air Force and which have been performed by the Army 
for the Air Force in the past, even though in a given geographical 
area there will be only one service serving the other two? 
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Mr. Gitrarric. I think it is going to depend, Mr. Meader, on the 
at eg Now, take the situation in England. We have, I 
think it is, over 30,000 military personnel there, many, many times 
what the Army and the Navy have stationed in England. We have 
the Burtonwood Depot. I do not know whether you visited that depot 
or not on your trip. But that is the major nexus of supply for Ameri- 
can troops in the British — It makes sense to me that that should 
be run by the one service, by the service which has more people over 
there who are competent in the over-all areas they are covering. Iam 
not p. ‘epared to state that in the field of medic al sup ply necessarily 
the same thine will follow. But I could not see sending an Army 
unit in for one particular parpone if every other function was being 
carried on by the Navy and the Air Force. T think vou have to look 
it it on a case-by-case basis, ail see What is the most efficient, the most 
effective, and the most economical. 

Mr. Meaper. Now, let me ask, between 1947, when the Air Corps 
got its autonomy and became the Air Force, and January of 1950, 
when this interservice agreement was reached, is it not true that the 
Army continued to furnish services and supplies to the Air Force in 
much the same way as it had before the Air Corps was liberated from 
the Army ¢ 

Mr. Griparric. I was not here. But that is my understanding. 

Mr. Meaper. Now, if that is true, I wonder why it is necessary for 
the Army to discontinue that service which seemed to be working 
very satisfactorily up until January of 1950, even though in a par- 
ticular geographical area the Air Force strength, in terms of men 
and operations, was predominant. 

Mr. Giirarric. But the Army may not be there at all. I do not 
know that the Army has any units in north Africa at the moment. 
You have to look at it on a case-by-case basis. Obviously, where the 
Army was doing it before and the Air Force was being serviced before, 
we are not going to change that. That would not make any sense. 
T completely agree a you. But up in Greenland, for example, as 
far as I know, the Air Force is the only service there at all. Now, I 
do not think that you ought to send an Army unit with a complete 
set of headquarters and commanders and all the paraphernalia of a 
separate unit if the Air Force can do that for itself. 

There is nothing so mysterious or magical about Medical Supply 
Corps work that could not be supplied in any theater of operation. I 
think that we ought to be careful to look at it, not on some formula 
basis but what will fit the particular situation. 

Mr. Mraper. Then, if that is true, will you not in effect have to 
develop, perhaps, not identical or parallel services, but something of 
that order, for the technical services that the Army has now ? 

Mr. Grtparric. No, not at all. 


AIR FORCE NOT TO HAVE TECHNICAL SERVICES 


Mr. Mraper. You will have to have your own engineers group— 
that is what you had in mind originally—your own medical service, 
and your own medical supply depots and your own chemical warfare, 
signal, transportation corps, and so on. 

Mr. Giiparric. No, sir. I flatly reject that notion. We are not 
going to have any such thing. We are not going to have a corps 
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of engineers in the Air Force. Mr. Finletter and I have made that 
our policy, and as long as we have anything to say about it, that is 
going to be the policy of the Air Force. on, ; 

Mr. Meaper. Then how are you going to get the service in this 
geographical area where the Air Force strength predominates ‘ 

Mr. Gineatrric. We will send a few people to an Army staff school, 
and they will learn it just as well as any Army GI will. We can have 
a few airmen who learn to do hospital service and medical supply 
work, and it is much cheaper for the Government to do that than 
to send a whole Army unit up to Iceland or some place where the Army 
does not have any operation at all. 

I think that we have that much ability and competence, Mr. Meader. 
I really do. 7 

Mr. Mraper. It just strikes me, from the testimony of Mr. Foster 
yesterday, that this setting up of duplicating services can very well 
go on under this geographical concept of cross servicing, wholly with- 
out reference to what Congress or the Secretary of Defense may have 
done, if that is the interpretation that is going to be followed. 


COMMITTEES CAN FOLLOW UP AIR FORCE ACTIVITIES 


Mr. Givparric. I respectfully disagree with you, because I think 
as long as this committee or its successor is in operat ion, you are going 
to be able, by doing what you have done here today and in other 
hearings, to find out that we are following the injunction. 

Mr. Meaper. For instance, if in north Africa the Air Force were 
to be the source of medical supplies, it could very well set up an 
organization similar to the Medical Corps of the Army, or the Medi- 
cal Supply Service of the Army. 

Mr. Gutreatric. No. That does not follow necessarily, at all, and 
it should not follow. 

Mr. Meaper. Let us talk about engineers for a while. If the Air 
Force should be the source of medical supplies in north Africa, why 
should it not logically be the source of all construction work, and the 
construction machinery and spare parts for it? 

Mr. Gitpatric. Because you only do a construction job once. Now, 
the Corps of Engineers today is building through private contractors 
the north African air bases for the Air Force. When they are through, 
they are going to pick up their construction machinery and go home. 
That is the end of it. It isa one-shot affair. You do not need to main- 
tain a permanent organization over there for it, and we will not have 
one. 

Mr. Meaper. But now let us talk about engineers’ supplies and 
spare parts 

Mr. Gutparric. For what? 

Mr. Meaper (continuing). And vehicles that are kept. 

Mr. Gitpatric. For construction ? 

Mr. Meaper. Construction equipment. 

Mr. Gitparric. That will all be taken home. We are not going 
to have any construction equipment over there. 

Mr. Meaper. But the Army engineers have a sizable inventory of 
construction equipment. So does the Bureau of Yards and Docks in 
the Navy, and spare parts, and so on. 
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Mr. Gitparric. Surely. They will move them on to the next job. 
We do not have any supply of construction equipment. All we do is 
just maintain in operable condition our own bases once they are 
built. Just the way when you want a house repaired, you do not go 
out and vel the buil ler bae k in, necessarily, 

Mr. Mraper. So you cannot see any conceivable reason in the near 
future why there should be any duplication of the engineer supplies 
the Army has been furnishing the Air Force in the past ¢ 
Mr. Ginearric, That is right. And as long as I am around, I am 


going to see to it, because that is the assurance we have given this 
committee, 

Mr. Mraprer. Now, let us talk about Signal Corps equipment. Is 
the ir Force in the process of establishing something similar to the 


Army Signal Corps supply system 4 
Mr. Ginparric, No, Our communications equipment, where it Is 


not unique, some airborne type or some early warning system that is 
used only in the Air Force, is being bought by the Signal Corps for 
us. We do not have anything comparable to the Signal Corps. Our 


type of communications is entirely different from the Army’s, and 
miique. 

Mr. Meaper. In other words, anything in that field which the Signal 
Corps has which is common both to the Army and the Air Force is 
now and will be in the future received through the Army’s Signal 
Corps supply system ¢ 

Mr. Gitpatric. We go to the Signal Corps and ask them to buy it 
for us and test it for us. and tend to the administration of the pro 
curement, 

Mr. Mraver. And regardless of this geographical concept we have 
been talking about, where the dominant force serves the other two, 
you do not anticipate that there will be anything like what is con 
templated in this take-over program in Europe that the subcommittee 
has been referring to / 

Mr. Gineatric. I must distinguish between technical items and 
common-use items, because when you get into technical equipme nt, we 
are going to have to have our own communications engineers—— 

Mr. Meapver. I think that the committee consistently has always 
been talking about common-use items. But this directive, or inter- 
service agreement I am referring to did contemplate that Signal Corps 
and transportation equipment, common-use items, would be trans- 
ferred to the Air Force at a certain given date, and that supply respon- 
sibility from then on would be wholly under the Air Force, and they 
would not look to the Army for these supplies. 

Mr. Giteatrric. The answer to your question, then, is that all that 
planning, all the at wishful thinking on the part of whoever originated 
it, has stopped. We have been told ver y clearly by both the Congress 
and the Secretary of Defense, and I must say that it is a belief that I 
share, that we should not get into those areas, and we do not intend to. 

Mr. Mreaprer. And this geographical concept that came up yesterday 
when Secretary Foster was here does not, in your opinion, vitiate in 
any way the stop order on this program in Europe ? 

Mr. Ginearric. No. I think that is just a variation of single service 
procurement, or cross servicing, which gets you away from a rigid 
formula and makes it adapts able to what the e: apabilities of the service 
are, if they are already in this business. 
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Now, I am not prepared to testify on this medical supply plan, 
because I do not know what Mr. Foster has in mind, and | to not 
know what the study of the Defense Department will show. But I 
am talking generally. I feel that there is nothing inconsistent be- 
tween that and what I consider the law of the land. 

Mr. Meaper. Now I would like to turn to the subject of identical 
procedures and forms necessary in the supply system. The Air Force 
today, as I understand it, has a different requisition form from the 
Army, and still different from the Navy. 

Mr. Givparric. Surely. 

Mr. Meaper. In your opinion, is it not necessary that those pro- 
cedures and those forms be identical before there can be very much 
cross-servicing from one service to the other, in supplies ¢ 

Mr. Giiparric. No, sir. You have to have certain differences in 
forms because of the different structures of the three services. It is 
just like the Buick and the Chevrolet divisions of General Motors. 
They do not follow identically the same paper work and procedures. 

We can send our requisition form over to the Army where we are 
dealing with‘an item that the Army purchased for us, and they will 
use that form, and vice versa. And it works perfectly efficiently, in 
my judgment. I do not think that you have to carry standardization 
and uniformity that f: uw’, and have everything exac ‘tly a carbon copy 
of what the other service is doing, if there is good reason why they 
should be different. 

Now, I am not defending differences that do not have any basis and 
substance behind them. 

Mr. Meaper. You do not think that different procedures and forms 
are any obstacle whatever to this cross-servicing in supplies 4 

Mr. Gitparric. It depends. When you get into something like 
cataloging, and you get into specifications for the same items, there 
I agree with you, there must be complete uniformity. But where, 
under the Air Force system of procurement and supply management 
we have a different command structure and different organization, and 
papers move through different channels, and there are difierent control 
points, that calls for a different form of requisition from what the 
Army uses with its technical services and the Navy with its bureaus. I 
would not consider that a handicap or an obstacle to the efficiencies 
that you have in mind with an integrated supply system: 

Mr. Meaper. I think that is all, Mr. Chairman. 

Mr. Bonner. Are there any other questions / 

Mr. Curtis. Mr. Chairman, I had forgotten what Mr. Foster said, 
getting back to General Kepner, and I merely wanted to pass this on 
for information. 

Mr. Foster testified yesterday and said: 

I got in touch with the Joint Chiefs, General Kepner, and had word from him 
that he has sufficient authority now to coordinate logistic and coordinate sup- 
port of his command, and he believes that he has moved to coordinate with a 
view to elimination—or minimization—of duplication. I do not believe that he 
used the word “elimination.” He, however, speaks of your visit there— 


speaking to the committee 


He states that apparently you gained the impression that his authority was 
insufficient with respect to integration of supply for the Army and Air Com- 
mand, and states that he has the authority and is in his opinion moving to 
eliminate any such duplication. 











230 FEDERAL SUPPLY MANAGEMENT 


I had forgotten that, but if that is so, maybe we are still not com 
pletely understanding each other. If he thinks that he has the author- 
ity to go ahead now, then he is not just preparing a plan which he will 
submit back. I just want to pass that additional comment on to you 
when you check into the matter. 

Mr. ( wuparric. Yes. I would like to have the privilege, if the chair- 
man pleases, to follow this up myself. 

Mr. Bonner. You go into it and then give us a reply so that we can 
put it in the record at this point, SID. 

Mr. Ginearric. Yes. I will make the thing erystal clear for pur- 
poses of the record. (See also pp. 205, 208, and 220.) 

(Information on establishment of Alaskan Logistic Command 
follows :) 


NOVEMBER 19, 1952. 


Subject : (Unclassified) Unified logistic arrangements within Alaskan Command. 
To: Commander in Chief, Alaskan Command, APO 942, © Postmaster, Seattle, 
Wash. 


1. As you know, recent investigations by one of the congressional committees 
have occasioned expressions of concern over the duplication or overlapping of 
service logistic functions within the Alaskan Command. For example, a hypo- 
thetical question was asked during the Bonner committee hearings in Alaska to 
determine how the Alaskan Air Command would obtain desks should none be on 
hand in the Air depot and the Army depot had 100 in stock. The information 
furnished in reply apparently was not Wholly satisfactory to the committee. 

2. Attached for your information is a copy of the recently issued DOD Military 
Supply System Regulations. These require, among other things, the further 
integration of supply support activities and the further development of unified 
logistic arrangements for overseas theaters. Implementing instructions per- 
taining to these directives will be forwarded in the near future. 

3. This headquarters and the Departments of the Army and Navy consider that 
current JCS directives (Unified Command Plan, Joint Action Armed Forces, and 
Joint Logistics Policy and Guidance) assign you authority, functions, and re- 
sponsibilities adequate to insure the full coordination of logistic support among 
your component commands. This coordination requires the review of service 
component requirements, priorities and programs, and thus enables you either 
to take action or to make recommendations leading to increased military effective- 
ness and economies in logistic operations within your command. 

4. The responsibilities and functions outlined in the referenced JCS directives 
include, among other things, investigations and studies of: 

(a) The furnishing of supply support for common-use standard-stock items by 
one military service to the other service or services within an area, either by 
single service assignment or by cross-servicing. 

(b) The establishment of joint local purchasing offices in Alaskan commu- 
nities where two or more services are located, in order to avoid competition 
among the services as well as to take advantage of lower prices which might 
be available for larger purchases resulting from consolidated requirements. 

(c) The use by two or more services of Government-owned commercial-type 
facilities, such as warehouses, motor repair shops, bakeries, laundries, and com- 
missaries; and/or the furnishing of supply services such as bakery, laundry, 
commissary, and repair services, by one military service to another. 

(d) The establishment of procedures for the publication, distribution, and 
screening of lists of supplies which are excess to the needs of any one military 
service in Alaska, in order that such excesses will be readily available to meet 
the needs of another military service. 

5. Your recommendations and comments are to be submitted to the Chief of 
Staff, USAF, executive agent for the JCS, in accordance with paragraph 2f, 
section 5, chapter 1 of AFM 400-4 (Joint Logistics Policy and Guidance), when- 
ever it is found that: 

(a) The elimination of unnecessary overlapping and duplicating logistic func- 
tions and operations will demonstrate a net advantage to the Department of 
Defense as a whole, and at the same time will not adversely affect military 
operations; or 
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(0b) A reassignment of logistic functions among component commands will 
result in increased military effectiveness without appreciable changes in cost 
of operations. 

N. F. TWINING, 
General USAF, Vice Chief of Staff. 

Mr. Curtis. I just wanted you to have the benefit of what was said 
there, so that you can clear that up. 

Mr. Giiparric. I see. 

Mr. BoNNER. The committee will meet tomorrow morning at 10:15, 
and the witness will be Hon. Earl D. Johnson, Under Secretary of 
the Army. 

Mr. Secretary, I want to thank you on behalf of the committee 
for your splendid cooperation. I want to thank you for what you 
have done to help us carry out the effort that we have been attempting. 
Thank you. 

Mr. Giuearric. As long as I am around here, I will continue to do 
that. 

Mr. Bonner. The committee will stand adjourned. 

(Whereupon, at 4:05 p. m., the subcommittee adjourned to recon- 
vene at 10: 15 a. m., Friday, December 5, 1952.) 
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FEDERAL SUPPLY MANAGEMENT 
(Implementation of Military Supply Regulations) 


FRIDAY, DECEMBER 5, 1952 


Houser or RepresENntTATIves, 
SUBCOMMITTEE ON cacaaue ERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Washington, D. C. 

The subcommittee met at 10:15 a. m., pursuant to recess, in room 
219, Old House Office Building, Hon. Herbert C. Bonner presiding. 

Present: Representatives Bonner (presiding), Dawson (chairman 
of the full committee), Hoffman, Curtis, and Meader. 

Staff members present: Thomas A. Kennedy, general counsel: Ray 
Ward, subcommittee staff director; and Herbert Roback, staif diree- 
tor, Reorganization Subcommittee. : 

Mr. Bonner. The subcommittee will come to order. 

We are pleased to have with us today Mr. Earl D. Johnson, Under 
Secretary of the Army for Supply. 

Before you tell us what the Army has done with respect to imple- 
menting the O’Mahoney amendment and your future plans for the 
greater improvement of supply management, I would hike to say that 
this subcommittee appreciates the fine cooperation that it has re- 
ceived from the Department of the Army in instituting the medical- 
supply test, correcting some of the deficiencies in coffee procurement 
and distribution, in establishing a joint clothing- and apparel- 
procurement agency, and in the initiation of the merchandising tests 
at the Ogden General Depot. 

I ask and hope that you will convey to Mr. Pace our appreciation 
for his action, Mr. Johnson. 

Mr. Jounson. Mr. Chairman, we appreciate the compliment, and 
will certainly convey that information to Mr, Pace. 

I have a formal statement here which, with the chairman’s permis- 
sion, I would like to read. 


SALE OF COFFEE AT COMMISSARIES 


Mr. Bonner. Before you commence your statement, Mr. Johnson, I 
would like to read into the record two letters. The first letter is a 
reply from the Comptroller General of the United States, the Hon- 
onable Lindsay C. Warren, dated December 4, addressed to the chair- 
man of the committee. [Reading :] 

My Dear Mr. CHAIRMAN: Reference is made to your letter of November 24, 
1952, requesting a decision as to the legality of the sale of Government- manu- 


factured coffee through military exchanges, commissaries, et cetera, to per- 
sonnel without the inclusion of all direct and indirect costs. 


1 Name changed to Committee on Government Operations, July 4, 1952. 
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The question presented is being considered, and I shall be pleased to advise 
you further when a decision thereon has been reached. 


The second letter is from the Department of the Army, addressed 
to the chairman of the committee—to Mr. Bonner: 


MARKING DEVICES 


Dear Mr. Bonner: I am pleased to give you the following information received 
from the Ordnance Corps relating to matters raised by your letter dated Novem- 
ber 13, 1952. 

Each of the ordnance plants referred to at the hearings—namely, Redstone 
Arsenal, Ogden Arsenal, Seneca Ordnance Depot, Umatilla Ordnance Depot, Milan 
Arsenal, Kansas Ordnance Plant, lowa Ordnance Plant, and Louisiana Ordnance 
Plant—have for a number of years owned and used rubber-stencil-molder equip- 
ment which produces large marking devices suitable for marking lot numbers on 
both wooden and metal containers for ammunition. When the lot number stencil 
has been used on all of the ammunition of a particular lot, the stamp becomes 
obsolete ; and, if the molder equipment were not available, completely new stamps 
would have to be ordered from private industry. The molder equipment is ca- 
pable of remodeling the stencil to incorporate a new lot number and so permits the 
same stencil to be used over and over again. The expense and delay of obtaining 
a new stamp or remolded stamp from a private contractor each time a lot of am- 
munition is completed is thereby avoided. 

The rubber stencils or stamps produced by this molder equipment are entirely 
different from the ordinary desk rubber stamp or other marking device that had 
long-range usefulness without remolding. None of the installations referred to 
at the hearing has purchased, or contemplates purchasing, equipment to manufac- 
ture or remold devices that have long-range usefulness without remolding. For 
such equipment the Ordnance Corps and the Department of the Army plan to 
continue to rely on the facilities of private industry. 

It therefore appears that the industry’s anxiety that the Ordnance Corps in- 
tends to extend its operations into their field is founded on a misunderstanding of 
the limited purpose for which the Ordnance Corps uses rubber-stencil-molder 
equipment. 

The information has been compiled as rapidly as possible in order to meet your 
request for a reply within a week or 10 days. If you would like a more complete 
report or further information on the matter, please do not hesitate to call on me. 


It is signed “B. A. Monaghan, Department Counselor.” 

That is a matter that Mr. Curtis of the subcommittee is greatly 
interested in. In fact, the entire subcommittee is interested in it. It 
was brought to our attention when we were visiting at St. Louis. I 
took the matter up at the Ogden Arsenal. 

You may proceed, Mr. Johnson. 


STATEMENT OF HON. EARL D. JOHNSON, UNDER SECRETARY OF 
THE ARMY; ACCOMPANIED BY HAROLD L. PEARSON, DEPUTY 
UNDER SECRETARY OF THE ARMY; BRIG. GEN. A. T. McCNAMARA, 
EXECUTIVE OFFICER TO UNDER SECRETARY JOHNSON; AND 
JOHN L. SALTONSTALL, JR., DEPUTY DEPARTMENT COUNSELOR 
FOR PROCUREMENT 


Mr. Jounson. Mr. Chairman and gentlemen, the Army is pleased to 
have the opportunity again of discussing with you certain aspects of 
the Army’s progress in its efforts to improve supply management. 

In your chairman’s letter of November 18 to the Secretary of De- 
fense, he stated that the purposes of these hearings were to determine 
(a) what has been accomplished under the O'Mahoney amendment and 
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regulation 4000.8 issued pursuant thereto, and (b) what the future 
plans may be. 

Prior to the issuance of the paper which became identified as 4000.8, 
the Secretary of Defense sent to the services draft copies for comment 
and suggestions. As the paper shaped up, the Army recognized the 
potential value of such a document and embraced the principles ex- 
pressed therein as a signal opportunity for progress in supply manage- 
ment. The Secretary of the Army set aside a meeting of the Army 
Policy Council—and there I would like to say that the Army Policy 
Council is the highest council in the Army. It is attended by the See 
retary of the Army, all the Assistant Secretaries, the Department legal 
counselor, the Chief of Staff, the Vice Chief of Staff, and the De »puty 
Chiefs of Staff. It meets twice a week, and that was the form used. 

The Secretary of the Army set aside a meeting of the Army Policy 
Council for the purpose of informing the secretariat and the military 
heads of all principal Army departments of the opportunities of 
making gainful use of the principles therein defined. At this meeting 
there was formed an ad hoc committee for the purpose of guiding 
Army actions to take full advantage of these opportunities. The 
membership of this committee included top-level representatives, both 
civilian and military, of all affected Army departments, among them 
being’ the recently retired (Juartermaster ( reneral, whose Army supply 
experience covered a third of a century and who was selected purposely 
because he had had experience in a joint supply agency, because part of 
this work is with the other two services as well as the Department of 
Defense, and because he had had ample experience in the Pacific in that 
regard, and a civilian whose merchandising experience in industry 
covered sabdaiutinnatile the same period. The Assistant Chief of 
Staff, G-4, was purposely not made a member of the committee be- 
cause of his imminent retirement. The thought there was that this 
committee is a committee that will have to stay rather continuously 
on call, because you do not know when a new subject is going to come 
up. We wanted to have a man representing G—+ whom we knew 
would be in it for the next couple ot years, rt ither than taking General 
Larkin, who is due for retirement this month. 

G1 was represented by a major veneral who is expected to be 
assigned responsibility for carrying out most of the programs of the 
paper. My deputy, Mr. Pearson, was made chairman of the commit- 
tee because of his extensive business experience in the specific areas 
covered by the paper. This committee studied each section of the 
proposed paper, and each member interpreted its constructive mean- 
ings to his respective departments. This ad hoc committee meets as 
needed to provide assurance that the Army avails itself of all of the 
potenti: al values of the requirements imposed by the 4000.8 paper. 

The passage of section 638 in July of this year occurred at a time 
when the Army was already embarked upon a substantial program of 
improvement of many facets of its supply management. The sub- 
sequent issuance of the 4000.8 paper in Se ptember occurred at a time 
when the Army had broadened its program of self-analysis and self- 
improvement and had recorded some progress. Inasmuch as the 
4000.8 paper is necessarily broad in its statement of principles govern- 
ing improved supply management, it is not an easy matter clearly to 
distinguish between progress made toward improved supply manage- 
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ment asa prema of the 4000.8 paper and that made as a part of a force 
already generated within the Army. 

(Primary directives requiring definitive action regarding improve- 
ment of supply practices by all technical services of the Army are 
furnished as exhibits A and B. These primary directives required 
numerous detailed implementing directives by each technical service. 
Illustrative of such directives is one issued by the Office of the Quarter- 
master General and furnished as exhibit C. Since other such 
directives issued by the various technical services contain essentially 
the same type of information and furnish detailed operating instruc- 
tions to a large and varied number of addressees, they are necessarily 
voluminous and repetitious and, therefore, are not included.) (See 
». 270.) 

Believing that your purpose is to appraise progress without regard 
to the energizing force, 1 will in this statement, with your permission, 
set forth the facts upon which such an evaluation may be made- 
without attempting to identify the origin or source. For convenience 
of reference I will use the framework of the 4000.8 paper. That is, I 
will take it up approximately paragraph by paragraph. 

Before beginning the organized part of this statement, however, I 
would like to take a moment to discuss the things the Army has been 
doing at the Utah General Depot in Ogden and which this committee 
reviewed in some detail last August. The Ogden operation is in no 
sense a test nor is its scope limited to procedural changes. It is, as 
the subcommittee knows, an exemplification of a new and what we 
believe to be an improved eee of supply management. This 
type of operation is currently being extended to include the very 
large Engineer Supply Depot at Belle Meade, Md., and the Marietta 
Depot of the Transportation Corps. Our plan is to extend its scope 
by establishing one depot in each of the remaining four technical serv- 
ices. Then we plan to use these seven depots—one in each technical 
service—as educational centers, to expand the scope of the operation 
to include all major depots and related stock-control activities. This 
is necessarily a long-range program still in its early stages. 

Turning now to the 4000.8 paper—and I am going to ‘refer to that 
constantly—I am just wondering whether you have a copy and whether 
it would be easier for the committee to follow it. I have extra copies 
for distribution here. 

Mr. Bonner. We have copies. 

Mr. Jounson. I will turn to page 2, section III-A. 

Section A, procurement—paragraph 1: This paragraph is a broad 
statement of principles relating to procurement and as such is not 
susceptible to specific actions or implementations. 

Paragraph 2: Efforts to reduce contract preparation time have 
received constant Army attention. Some progress has been made but 
admittedly much remains to be done in this field. Accomplishments 
include the development of a few standardized contract forms, and 
greater use of local purchase where such action is advantageous. In 
a carefully controlled manner we have increased the delegation of 
contractual authority to heads of procurement activities. 

In the use of definitive contracts rather than letter orders consider- 
able progress has been made. At the start of the Korean action it 
was necessary for the Army to get a broad production program quickly 
under way, and it was frequently necessary to use letter orders rather 
than take the time necessary to negotiate definitive contracts. On 
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July 31, 1952, the Army had 1,226 letter orders outstanding. This 
number was reduced to 629 by October 31, 1952, and every effort is 
being made to convert the remainder of letter orders to definitive con- 
tracts as soon as possible. 

Paragraph 3: In the broad-seale production program which had to 
get quickly under way following the start of action in Korea, it was 
necessary to procure many items upon which no previous production 
or cost experience was available. Indeed, some of which even were 
still unde rgvoing engineering deve lopme nt. It was therefore fre- 
quently necessary to utilize contract clauses which provided for 
upward price redetermination. We believe that this action was sound 
in the emergency of that period. With the passage of time, how- 
ever, we have been gaining cost data and production experience which 
permits definitive pricing of contr: acts. Since July 1, 1952, efforts 
have been made to restrict the employment of upw: ard price redeter- 
mination clauses. Suitable price escalation formulas have been de- 
veloped for general use in lieu of price redetermination, and frequent 
educational meetings at procurement offices have been held by general 
staff officers to emphasize the importance of avoiding the use of upward 
price redetermination articles in all but the most exceptional cases. 

I would like to digress for a moment from the prepared statement 
here and say that the use of price redetermination, as you recall, as a 
genera] tool and workable tool of the procurement officer goes back 
to a study which was made under a committee set up by the Munitions 
Board, chaired by, I believe, one of the vice presidents of General 
Motors, and both industry and the military were interested in having it 
set up. It came in very handy when Korea broke so quickly. I must 
say that part. of the progress the Army has made is not necessarily due 
to our efforts to improve supply management. Part of that progress 
would have been just. a natural evolution, as such things as price con- 
trols, strategic material controls, wage stabilization, and all those 
things which protect. the manufacturer made him willing to take a 
definitive price contract, whereas he was not willing when he was in 
the complete state of flux that existed when Korea broke. 

Paragraph 4: The Army has a real problem in trying to accomplish 
timely price redetermination. This problem is caused primarily by a 
shortage of skilled auditors in relation to the heavy burden of work 
created by rapid procurement of new items in the months following 
the start of action in Korea. In June of this year the Procurement 
Division of G4, in conjunction with the Army Audit Agency, de- 
veloped a program of professionally accept: able short. cuts designed 
to expedite audits for price redetermination purposes. During en- 
suing weeks, a series of meetings was held at which the Deputy Chief 
of the Procurement Division of G4 addressed groups of auditors and 
instituted a program of expediting audits with the objective of timely 
price redetermination. I am informed that considerable progress has 
been made and that price redetermination audits will be on a current 
basis by January or February 1953. That is 2 to 3 months. 

Mr. Bonner. The chairman of the full committee, Mr. Dawson, 
has arrived, Mr. Johnson. I am sure you know each other. 

Mr. Jounson. Yes. 

Paragraph 5: Within recent months the principal accomplishment 
in the area of single procurement has been the establishment of the 
Armed Services Textile and Apparel Procurement Agency 
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ASTAPA—which began oper: ations on October 1, 1952. This is a 
joint agency which is procuring the subject commodities for all three 
military departments. Early reports of its progress are encouraging. 
You, of course, are acquainted with the activities of the Armed Serv- 
ises Medical Procurement Agency and the Armed Services Petroleum 
Purchasing Agency. Iam informed that something like 80 percent of 
the total dollar volume of all items currently programed for procure- 
ment within the military departments has been established as either 
joint agency or single service responsibility. 

Paragraph 6: The elimination of unnecessary handling, warehous- 
ing, and transportation costs by direct deliveries from suppliers to 
points of use is one of the four m: jor areas of improvement in sup ply 
management chosen by the Army as the most immediately prov luctive 
opportunities for improvement in supply management. The other 
three are (a) use of “open end” or call-type contracts, sometimes in 
industry called blanket contracts; (4) disposal of excess stocks; and 
(c) attention to the establishment of sound stock levels and the avoid- 
ance of procurement actions which accumulate stocks in excess there- 
of. Each of these other three points is discussed in its proper pli ce 
later in this statement. 

Army activities leading to the accomplishment of broad-scale use 
of direct shipment began in the early summer of this year and cul 
minated in a set of directives from my office to that of the Assistant 
Chief of Staff, G-4: from that office to the Chiefs of the Technical 
Services and from the Technical Service Chiefs to their respective 
staffs and field agencies. Copies of these directives will, with the 
chairman’s permission, be submitted for the persual of this subcom- 
mittee. I realize, of course, that the issuance of directives is often not 
quickly followed by tangible evidences of accomplishment. Existing 
contracts must of course be permitted to e xpire. Thousands of pro- 
curement officers must be thoroughly educated in the new requirement 
and the habits of industries often must be materially altered. It goes 
further than just habits. It is practices, and their educational pro- 
gram, and the distribution system, et cetera. Nevertheless, we are 
encouraged by some early signs of progress. To illustrate: In the 
months from July 1 to October 31, 1952, the Army made direct ship- 
ment from vendor to users of 1,091 carloads of flour, 596 carloads of 
evaporated milk, and 351 carloads of sugar. All of these 76,000 tons 
would have, under previous policies, moved a the de spot system. 

Section B, commercial and industrial type facilities—paragraphs 
1 and 2: The Army is making extensive use of private w: arehousing 
facilities to sup yplement existing Army-owned storage. 500,000 
square feet of commercial storage are now being used for th: at purpose 
with an additional 75 million square feet of private warehousing 
storage surveyed and available under contract to be utilized by the 
Army, Navy, and Air Force if and when additional storage space is 
required. 

Mr. Bonner. For the benefit of Mr. Curtis and Mr. Meader, Mr. 
Johnson is now reading page 4, section B, of the prepared statement. 

You may proceed, Mr. Johnson. 

Mr. Jonnson. On October 30, 1952, the latest date on which figures 
are available, there were 6,807 carloads of supplies and materials either 
in or committed to storage in private warehouses. Private commercial 
warehousing facilities are available for Department of Defense use 
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on short-term rental basis, rather than on long-term leases, and fre- 
quently provide a more economical means of meeting short-term needs 
than could be accomplished by the expansion of Government-owned 
facilities. 

There has been very little progress in the equivalent use of private 
motor-repair shops, bakeries, and laundries; hor have we made, what 
1 consider, suitable progress in the employ ment of sound cost-account- 
ing methods to assist in the formulation of decisions in these matters. 
However, additional Government-owned facilities of these types have 
not been established by the Army since the passage of section 638 nor 
are plans to do so presently contemplated. (See p. 360.) 

Section C, distribution—paragraphs | and 3: Designation and oper- 
ation of a single supply and inventory control point for each specific 
category of items has been in effect in the Department of the Army 
since World War II. The establishment of stock levels and their 
use aS a means of determining requirements has had some significant 
defects within Army operations. The principal defects have been 
the misinterpretation of directives relating to the computation of 
stock levels for common-use standard stock items, and a general tend- 
ency to buy quantities greater than required to maintain these levels. 
This is the second of the four major points previously mentioned as 
areas chosen by the Army for emphasis in self-improvement, and 
aggressive actions toward the correction of the defects have been 
taken during the past 6 or 8 months with encouraging results. The 
directives which initiated these corrective actions will, with your per- 
mission, be presented for the record at the end of this statement. 
Efforts to reduce stocks of such items to sound stock levels have been 
undertaken by establishing embargoes which prohibit procurement 
actions until national stocks have been reduced to conform with sound 
stock levels. Illustrative of this is the action finally taken on coffee 
stocks—an area in which your committee supplied invaluable leader- 
ship. In many cases, se veral months of attrition—and I re peat that, 
several months of attrition—will be required before the full effect of 
this program can be seen in lowered depot stocks, but progress to date 

conveys confidence in the soundness of our program and approach. 

Skillful use of “open end” and call-type contracts, the third of our 
four points previously mentioned, will contribute much to the mainte- 
nance of balanced stocks within stock levels. Under this program, the 
manufacturers’ production rates are closely synchronized with Army 
demands; contracts are awarded in a timely manner; lead time is 
materially reduced and stock-replenishment time reduced to a frac- 
tion of that previously required with resulting lower stocks and higher 
inventory turn-over. ‘To illustrate: The Transportation Corps, in 
support of its locomotive-repair operation, has established “open end” 
contracts with 11 locomotive manufacturers, under which spare parts 
are immediately available from the nearest commercial outlet for 
direct delivery to the point of use. The potential savings in time, 

money, storage space, and manpower are considerable. 

Paragr: aph 2 : The Army has much work yet to be done in the accom- 
plishment of integration and uniformity of supply accounting on a 
quantitative and monetary basis. Army reports provide, with suit- 
able accuracy and timeliness, records of supply and equipment in the 
zone-of-interior depot system and for selected m: ijor items at zone-of- 
interior posts, camps, and stations. Depot inventories in the Far East 
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and European commands are suitably recorded, as are stocks of 
selected major items in the hands of troops within these commands. 
With some exceptions in-transit stocks are not as yet suitably recorded. 
For 2 years the Army has been engaged in the development of prac- 
tical processes by which quantitative figures may be converted into 
monetary values for use in controlling costs and inventories. Progress 
has been slow and the results not yet decisive. 

I think that the best assurance that I can give the subcommittee on 
this is that everybody recognizes that it has been slow and not decisive, 
and everybody is turning his attention to it. 

Paragraph 4: Obviously the establishment of unified logistic ar 
rangements in overseas theaters is prumarily the responsibility of the 
Department of Defense and the Joint Chiefs of Staff. However, the 
Army is wholehearted in its support of this effort, and has been, I 
think, a leader in urging the accomplishments in this field referred to 
by Secretary Foster in his report to youon Wednesday. (See p. 230.) 

Paragraph 5: The Army has not made progress satisfactory to me in 
the assignment of responsibility for procurement and issue of common- 
use stock items to a single agence V within the Army. 

[ would like to digress there for a moment and say that, after all, 
while 1 have been an Assistant Secretary and have h: ad charge of man 
power and Reserve forces, | did not ts ake over the procurement researc h 
and development until June. Everybody, myself included, tends to 
look at it and pick out the things that are wrong and have not been 
done, and to concentrate on them. I purposely put in there that the 
progress has not been satisfactory to me. However, if I go back and 
look from the Wheeler report, which investigated the practices in the 
assignment of procurement within the Army, I will find that they went 
into it item by item following the guidance of the Bureau of the 
Budget, and turned it over to one service or another; but in time there 
has been a tendency to get back out of that and to spread over into the 
other fellow’s field. I think that what it takes is periodic looks at the 
situation. I can give plenty of examples where improvement has been 
made if 1 want to look at it on a 10-year course, but if I look at it on a 
short-term course, I can see plenty of room for improvement. 

Mr. Bonner. Mr. Secretary, may we, then, take it that you are sug- 
gesting to this subcommittee to carry on and keep on with its pointing 
out and prodding, because such efforts in the last 2 years have pro- 
duced some ac -omp ylishments. 

You are suggesting that this subcommittee carry on and still take 
a look at this situation from time to time. 

Mr. Jounson. I have covered that in the formal statement, and I 
would like to say this, that I would be disappointed as a civilian citizen, 
if the subcommittee were disbanded, because I think this has been a 
major energizing force in the type of work that needs to be done. 

Mr. Bonner. We certainly appreciate your saying that. It has been 
a tiresome, tedious job. It has not been a pleasant job. Some people in 
the various branches of the service have thought this subcommittee 
was more or less picking on them and goiig into their private affairs, 
or their private delegated authority. That has not been the case at all. 

The purpose of the subcommittee is to do a constructive job, if it ean, 
and we are willing to be shown where we are not doing it. 

Mr. Jounson. One reason why I would like to see it continued is 
that I think that the committees that are more or less permanent com- 
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mittees, that have a long-term history behind them, soon become as 
knowledgeable as the people in the military in doing this work, and 
can make the type of constructive suggestions from the outside, looking 
at it in a broad way, that you cannot do when you are in there doing 
the daily operation. 

Mr. Bonner. Just as you said, improvements are made, and then it 
drifts back to the old system. 

I appreciate your point, because I have seen instances of it since we 
have been working, Mr. Johnson. 

Mr. Jownson. Yes, sir. 

Mr. Bonner. You May proceed, sir. 

Mr. Jonnson. Many of the examples used in the 4000.8 paper have 
traditionally been procired by only one service within the Army. 
These include subsistence; medical and dental supplies; fuels and 
lubricants; household and office type furniture and individual cloth- 
ing and equipment. Special regulations within the SR 700 series 
were issued in 1951, to cover all other categories of common-use 
standard stock items, but there still remains much to be done in carry- 
ing out the spirit of the directives. On the procurement side, progress 
has been good, but less gain has been made in the storage and issue 
activities. 

I am satisfied on the procurement side that there is a reasonable 
degree of overlap, but basically, on the procurement side, we are 
pretty sound, about as sound as you can be. It is in the storage and 
issue activities where we look weak, and that is part of the whole 
program of these four points, to get that corrected. 

Paragraph 6: Clothing and individual equipment are financed in 
the Department of the Army under a stock fund. Plans are well 
under Way for a similar operation in the medical and dental fields, 
and present planning provides for similar action in the subsistence 
field by July 1, 1953. Under the principles detined by $000.8 the 
Army will have to materially increase its attention to this matter. 

Paragraph 7: There are a number of areas throughout the world 
where supply support for common-use items has been accomplished 
by single service assignment—such as in Korea and the Philippines. 
Less progress has been made within the continental United States and 
in Europe. The plan which has been so long under test in the medical 
depot at Alameda is one which the Army is willing to adopt at once. 

Section D, cataloging and standardization—paragraphs 1| to 7 inclu- 
sive: The Defense Supply Management Agency, which was created 
by Public Law 436, is currently receiving the full cooperation and 
support of the Army. Following a slow and uncertain start which 
caused a serious lag in the cataloging program, the Army has pitched 
in during recent months and is bringing up to date its share of the 
program. I am informed that the Army will meet the present DSMA, 
Defense Supply Management Agency, schedule in all respects. 

There have been identifiable marks of progress in several areas. 
The first joint catalog effort since the passage of Public Law 436 is a 
paper entitled, “Department of Defense Section, Federal Supply Cata- 
log, Subsistence (Group §9).” This paper, which 1s now ready for 
issue—Mr. Pearson just informed me that it was issued yesterday. 
This paper, which has just been issued, has been under way under a 
variety of plans for something close to 2 years. The present plan was 
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developed by the Defense Supply Management Age 3 Witn the 
assistance of the military departments. Responsibility for managing 
the review and refinement of the item-identification data in subsis- 
tence and the compilation of the manuscript, was assigned to the 
Quartermaster Corps. The catalog lists more than 1,100 subsistence 
items, and represents over 6 percent of the total Army procurement 
dollar. That is $500,000,000 of a total of $8 billion. 

In the field of equipment standardization, the Corps of Engineers 
spearheaded an internal-combustion-engine program which now has 
the full cooperation and support of the armed services and industry. 
It started by tackling industrial gasoline engines of the 3-inch to 4- 
inch cylinder-bore-size range. Military specifications, together with 
an initial list of engines qualified for military application, have been 
promulgated throughout the industry. Work on larger bore sizes 
as well as the standardization of components and accessories is pro- 
gressing favorably. 

In the important area of elimination of overlapping and duplicat- 
ing specifications, the Army has accomplished a reduction of 66 per 
cent in United States Army specifications and 97 percent in service 
tentative specifications since June 30, 1948. The OSD schedule of 
converting such specifications to the Federal or to the military series, 
or canceling prior to July 1, 1955, will be met by the Army. Asa 
part of the continuing progress to achieve the objectives of stand- 
ardization by preparation of unified specifications, the Army during 
fiscal year 1952 deve — over 2,000 new and revised military speci- 
fications and prepared or revised nearly 500 Federal specifications. 

In the matter of e iain ating duplicative efforts in inspection of sup- 
plies and for the purpose of establishing standard inspection pro- 
cedures in reporting systems, the Army has arranged either to per- 
form the inspection for other agencies or to have other agencies 
perform the inspection for the Army. In approximately 4,000 plants 
standard inspection procedures have been promulgated covering ap- 
proximately 3,000 specifications. Tangible and important progress 
has been made in such diversified areas as (a) uniform designs for 
inspection and acceptance stamps, stencils, and other marking devices 
for all technical services; (0) utilization of United States Department 
of Agriculture inspection and grading services on Army-purchased 
poultry and poultry products; and (¢) the elimination of duplication 
in petroleum-procurement inspection. A recent Munitions Board di- 
rective added new emphasis to this effort, and progress is continually 
sought. 

Section E, conservation—paragraph 1: Programs for the renovation 
of economically reparable matériel have long been a prime Army in- 
terest. These programs achieved new significance with the outbreak 
of Korean action, and it would have been exceedingly difficult, if not 
impossible, to have supported the Korean action if ‘the Army had not 
already made substantial progress toward the establishment of exten 
sive rebuild shops in the continental United States and Japan for the 
purpose of reconditioning World War II equipment. My deputy, 
Mr. Pearson, inspected many of these rebuilt shops in J: apan within 
the past 2 weeks and reports efficient, well-controlled operations which 
in the aggregate appear to cost between 15 to 25 percent of original 


value to accomplish 80 percent of original utility. Equally well oper- 
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ated shops exist within the zone ot the interior. In the aggregate, 
the fiscal-year-1953 program is to rebuild unserviceable but re p arable 
matériel valued at over $4 billion at a rebuild cost of approximately 
$540 million. These figures include a program of reconditioning 
equipment for Mutual Defense Assistance Program in the aggregate 
value of $1,250 million. 

Paragraph 2: Supply discipline to encourage effective maintenance 
and preservation of equipment has been and is receiving attention. 
The Army program to accomplish cost-consciousness has contributed 
materially to progress in this matter. 

Paragraph 3: Army progress toward conservation of strategic and 
critical materials may be measured by the following estimates of the 
total savings of some important materials by measures adopted during 
the first and second quarters of fiscal vear 19553—that is, the present 
quarter and the quarter just past 

Nickel, 1.8 million pounds; 
Copper, 3 million pounds; 
Aluminum, 4.3 million pounds; 
Zinc, 0.5 million pounds. 

I would like to digress from the prepared statement a moment 
here. I brought two pieces of wire along, and I think that they are 
very interesting, because they show some of the progress made in 
the conservation of material. 

These two pieces of wire here are common field wire. When you 
see them, there is not much difference, and yet I would like to give 
you some of the figures. I had oceasion to get this material together 
to use before one of the manufacturing associations, and I will read 
from it. 

First of all, this is telephonic wire; and, to give you some idea of 
what is involved financially in this homely item, during the last war, 
in just 1 year, we produced $131 million of this item. This wire has 
a talking range of approximately 10 miles, and it weighs 140 pounds 

ver mile, and costs ap proximately $110, corrected for present cost. 
Ii did not cost us that much in the last war, but it is $110 under present 
costs. 

Through an intensive research program, we developed this wire. It 
has a 20-percent greater talking range. It weighs 48 pounds per mile, 
compared to 140, and it costs $87 compared with $110. 

Now, in fiscal year 1953 we will save on the purchases we will make 
of this item as opposed to this, in dollars, approximately $12,400,000. 
We will save 11,000 pounds of steel, 1,600,000 pounds of copper; and, 
in addition to that, we will have handled 27,000 tons less freight. 

That, I think, is a very dramatic example of a homely item. Inci- 
dentally, the whole research and development program on this cost 
$288,000. As nearly as you can identify Army costs, we have gone 
down to the last point, and that is all it cost, $288,000 for a $12,400,- 
000 saving in fiscal year 1953 alone, and 1,600,000 pounds of copper. 
J thins those are significant, and I just use this one example. There 
are a number of such examples that I could produce, although I must 
adit that this is a rather dramatic one. 

As an example, during the first half of fiscal year 1953, in the 
engineering of tank-automotive equipment, the Army accomplished 

savings of more than 1,000,000 pounds of nickel by the substitution 
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of lean illoy, boron-treated and carbon steels, and by a chan we ll the 
chemical composition of steel. 

I will stop there for a moment to say, in answer to the question 
“Tf you did it in 1953, why didn’t you do it in 1952 and 1951, because 
such changes are so signific ant?” that the real reason is that the 
metallurgy of boron-treated steels is a new de ‘velopment, pioneered 
jointly with industry and ourselves, and holds great significance, com 
mercially as well as militarily. 

Moreover, by changing techniques of manufacture of fuze compo- 
nents for the 3.5-inch rocket, nearly 480,000 pounds of copper were 
saved, and 1,260,000 pounds of copper were saved by the substitution 
of leaded carbon teel for br: ass 1n fuze components. 

Section F, utilization and disposal—paragraphs 1 to 3, inclusive: 
In the identification, segregation, and disposal of surplus stocks the 
Arm) progress has not been satisfactory. This is the last item on 
the Army’s four-point program which I have mentioned. In the past 
we have heen too slow In identify ing exXcess stocks, but noticeable im- 
provement has been accomplished in recent months. Identification is 


the difficulty. That is just the starting point. The language “identi- 
fying” was well selected, and I might point out that it is the identifi- 


cation area where we have made substantial progress. The handling 
of the heavy volume of paper work incident to initiating disposal 
action has not been prompt. We have not had effective follow-up to 


accomplish prompt action by those agencies outside the Army which 
| | 


must handle such matters. Asa result, Ariny cle pots and arsenals 
have excess stocks to the extent that current operations are being im- 
peded, and there has been some construction, | am confident, of ware 
hou e facilities which might otherwise have been avoided. That iS. 


1 do not know that we would have had to build them as soon as we did, 
although ultimately we would have had to buildthem. Ihave recently 
added to the staff of my office a man who, in addition to having had 4 
successful business career, had considerable experience in overstock 
disposal at the end of World War II. In this way we are adding top- 
level emphasis to the problems of disposing of excess stocks. 

The Munitions Board recen itly ap proved ap lan for the expeditious 
screening of excess stoc ks. T his should be of some assistance. 

In the matter of segregat ion and identification of ser ap strategic and 
critical materials, the Army has within the past 6 months been bring- 
ing back ferrous serap from the Far East and Europe along with cer- 
tain selected nonferrous critical materials. Such materials have been 
allocated to industries designated by the National Production 
Authority. 

Section G, transportation and traflic management—paragraphs 1 
and 2: The establishment of the Transportation Corps as a separate 
technical service in 1950, and the designation of the chief of that 
service as the traffic manager of the Army, established a sound back- 
ground for substantial accomplishment in improved traffic manage- 
ment. ‘The performance of the Transportation Corps in this area has 
been generally commendable, but I must in all frankness report to you 
that we are not at all satisfied that the Army is accomplishing a maxi- 
mum performance in the control of transportation costs. Far too 
— h tonnage is moving from manufacturers to depots only to back- 

‘ack to using elements. Attack upon this phase of the problem by 
extensive utilization of direct shipment was reported previously in 
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this statement. Another major problem lies in the questionable deci- 
sions to move supplies from depot to depot as a means of leveling 
stocks. We have recently had some revealing illustrations in this area 
and the matter is under attack. 

We have not only had the top Army people out looking at it, but 
also we have brought in civilian assistance from the outside. We have 
personally made inspections ourselves. I know that there is room for 
Improvement here. I know that it cannot be laid just at the door of 
the Transportation Corps. It has to be widespread throughout the 
whole Army supply management system. That is what we are en- 
deavoring to accomplish. 

Section H, production—paragraph 1: This paragraph describes in 
general terms the policies which underlie Army programs for the 
accomplishment of realistic and orderly scheduling of production. 
That we have not always done these things well is obvious. They are 
nevertheless the subject of daily examination and reexamination by 
able men. The sometimes erratic course of budget appropriations 
complicates this problem and requires constant attention to reschedul- 
ing. Our performance in these areas will probably always provide 
opportunities for improvement. 

I think right here, as a businessman, I should say that in my 
approach to this I am striving for a business approach. : recognize 
that it can only be accomplished within the framework of a demo- 
cratic system. Many of the difficulties in this partic nailer area will 
never change unless you change the system, because of the method of 
appropriation, the length of time of your appropriations, the con- 
flicting forces that come to bear upon any decision, and the fact that 
you have a rapid change-over in top people in the Government, both 
in the legislative and in the executive branch. The longest range 
planning virtually that industry does comes in the fiscal area. The 
American Telephone & Telegraph, for instance, schedules its financial 
program on a 25-year expansion study, including population growth 
trends, and so forth. Then they schedule their production going 
back from that. 

You see, you have to have a continuity which just does not exist 
in our present democratic form of government. I am not arguing for 
a change in the democratic form. I would much rather accept the 
deficiencies of a democratic system than the easy, or seemingly 
Cany = 

Mr. Curtis (interposing). Could I interrupt you just a minute 
on that ? 

Mr. JonHnson. Yes. 

Mr. Curtis. However, if the Army, for example, or the Defense 
Department would undertake such a program and get it approved in 
a particular Congress, I suspect that you might well have subsequent 
Congresses and executive branches approving such long-range plan- 
ning. Do you not think that that could be done / 

Mr. Jonnson. I could not agree with you more. That is exactly 
what we need. And as you know, there has been substantial improve- 
ment made in this. I am sure that you have to have recognition of 
the difficulty. After you get recognition and you have found the 
factors in the formula that have to be weighted, then you are moving 
toward solution. 








246 FEDERAL SUPPLY MANAGEMENT 


Paragraph 2: C omput: ition of mobilization requirements has, since 
mid-1951, been the subject of close study by both the Army and the 
Department of De fense. I rom these studies there has developed 


what is known as DD Form 519 and DD Form 436, which provide 
the basis for the establishment of sound information for the ecompu- 
tation and scheduling of mobilization requirements. From this point 
progress will be accomplished by processes of education and su- 
pervis Ol. 


There has been some criticism of the form. Everybody wants to 
change the form. But really that is not the basis. The form is good 
enough if we can get the edueation and supers ision that is required. 

Paragraphs 3 and 4: The admonitions relating to obligating indus- 
trial mobilization funds and the integration of programs with “pro- 
duction allocation programs” are understood by the Army and are 
being adhered to in every respect. I am informed that 85 percent of 
the dollar value of applicable contracts now in force have been placed 
with the planned producer pursuant to the production allocation 
program. 

Paragraph 5: Each schedule of relative urgencies between military 
programs Is initiated by the Department of Defense master urgency 
list, the current one of which 1s dated November 12, 1952. Items 
placed on this urgency list are assured of all possible assistance to 
meet production requirements. That “all possible assistance” is not 
just the Army. It is the Army, the Munitions Board, with the coop- 
eration of the other three services, the NPA, the ODM, and right up. 
This program is under continuous review by the Department of 
Defense with the urgency list reissued as needed, generally once or 
twice a month. 

Paragraphs 6 and 8: The negative requirements of these paragr aphs 
have of course been adhered to in every request. Those are prohibi- 
tions, of course. 

Paragraph 7: Specific appraisal of progress in this field is diffi- 
cult in view of the abstract nature of the principles enunciated in this 
paragraph. 

Section I, personnel and training—incidentally, up until 6 months 
ago, I had charge of the manpower and personnel for the Department 
of the Army at the Secretary level. Consequently, on this particular 
section I feel that I can speak from direct contact for a longer period 
of time than I can over on the procurement side. 

This section imposes requirements for improvement in practices 
relating to recruitment, training, and utilization of supply manage- 
ment personnel, and strikes deep at the heart of the entire problem 
of accomplishing lasting improvements in supply performance. 
Clearly, the Army’s performance will always be no better than the 
aggregate of the experience, training and capacities of military and 
civilian pe rsonnel engaged in this area. 3 

Paragraph 1: Army regulations which provide for the direct com- 
missioning of offic ers, both Regular Army and Reserve, in the supply 
area cover technical spécialists, such as in fields of industrial engi- 
neering, industrial management, production management, traffic man- 
agement, and related activities. Current budgetary restrictions have 
forced the suspension of this program. 

Now. I am not arguing as to whether they should not have made 
the budgetary limitation. I am merely saying that we have had to 
curtail that. 
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At the time of entry into service in the Army, consideration is eiven 
to an individual’s background, experience, and education; and wher 
ever practicable, assignment is made which will make the best use of 
these skills. The Army has a mobilization designation program which 
in time of emergency provides for the immediate recall of selected 
skilled Reserve officers for key positions in logistical areas. This plan, 
of course, does not prov ide skilled personnel, except for a program ot 
training for 2 week each year. 

Right here, I would like to say that with the outbreak of the Korean 
emergency, the Conert Ss immediately recoegn > d our need for special- 
ists, and gave us the right to call in reservists either as units or indi 
viduals. We selected the individuals on the este of their military 
occupational specialty, and usually used those who had continued to 
work in that field in civilian life after leaving the service, let us say, 
at thee nd of World War II. We are how, vou see, at approximately 
the 2-year mark follow “a the calling in of those pe ople. One of our 
major ae lems—and I fully expect some slip-off in performance 
efficiency because of this f factor is that I do not see vet how we are 
going ‘e replace those people. We do not have the people educated, 
and it takes time to accumulate the experience of a lot of these men. 
ll hese men range all the Way up to the rank of colo el, and lil Ly be 
men from 45 to 50 vears old. 

They are voing r out, and it has been a matter of constant study, 
review, and thought in he iking what expediting actions we could on the 
part of G—4+ and the chiefs of the technical services working closely 
with G-1 and the Assistant Secretary for Manpower and Personnel, 
Mr. Fred Korth. 


In the matter of rotation of military personnel, the Army has a 


police v of st ibilizing assignments of general staff logistical personne] 
of field erade, with assignments covering a period of 2to 3 vears. Cer 


tain key personne |, with the approval! of the Se retary of the Army, 
mav have tours extended to 4 years. Similar stability of assignment 


exists in the Armed Forces special weapons project, st ffs and fa ulties 


of the Army service s ‘hools and some other areas. There is no pro 
gram of stabilized tours of duty beyo nd these cleseribed areas, and 
turn-over of skilled militar y personnel eee and stock con 
trol offices, depots, : ursenals, ports, et cetera, is frequently too rapid 
to make best use of accumulated skills. A recent survey of 5 percent 


of all officers in the United States—that was conducted in G-1, et 
cetera—indicated that the average officer received a change of station 
move every 18.1 months. 

In other words, that is an average assignment ofa vear and a half. 

Existing polici les permit each commander to place military per 
sonnel assigned to him in job positions that he determines best fits his 
needs in the accomp lishment of his mission. While this authority is 
considered to be inherent in the command fune tion, commanders are 
admonished to use personnel in their fields of respective specialization 
to the extent practicable. 

I might say, having engaged in that pepecnss effort, I had a number 
of personnel under me during the war as an officer, numbering tens of 
thousands, and you would just be foolish if you did not take the man 
who was trained as a quartermaster officer to use in the Quartermaster 
Corps. Sometimes field conditions and shortages in personnel require 
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trying to transfer skills, but basically they are assigned pretty much 
according to their training. 

Insofar as promotion goes, there is a central control designed to as- 
sure that officers of the Technical Services receive recognition com 
parable to their combat arms contemporaries. However, it must be in 
all frankness recognized that dynamic combat leaders receive more 
recognition than supply officers of equal capacity, just as the halfback 
receives more headline recognition than the linemen who contribute 
materially to the halfback’s success. 

Civilian personnel, within the provisions of Civil Service Regula- 
tions, are generally more specifically used as career personnel in sup- 
ply management than are military personnel. Of course, I must say 
that the percentage of civilians in a technical services far exceeds the 
number of military personnel in the type of thing we are speaking of. 

As a result, the recruitment, training, and stability of civilians is 
generally more productive than that of military personnel in the areas 
of procurement, supply and related categories. Within the lower and 
middle civil-service grades compensation generally is considered ade- 
quate, but it becomes obviously inadequate in the higher levels. The 
principal objection frequently voiced by civilians is that despite their 
accumulated experience and skills they are denied access to positions of 
top responsibility within the tee hnical service, those being filled by 
military personnel who, because of rotation, may possess less e xperi- 
ence and stability of assignment. 

This is a problem which I spent virtually 2 years wrestling with. 
i know that progress has been made in it. I know that additional room 
for progress exists, and I know that it has to be one of continual and 
constant survey and study. 

In the matter of training, military personnel generally receive 
sound basic training in the areas of supply man: \gement as well as in 
the broader phases of the military professions. There are for this 
purpose over 500 courses in the present Army training program, in- 
cluding training in unit level logistical functions and responsibilities. 
For officers in the technical services, advanced training is provided 
with specalized courses emphasizing logistical matters. Upon the ac- 
quisition of specialized skills, military occupational specialty num- 
bers—that is, MOS—are assigned to assist in the selection of personnel 
to fill vacancies in specialized areas. 

Specialized courses of instruction in the Army are established to 
train both officers and civilians, and usually include personnel from 
the Navy and Air Force—just as Army officers are frequently delegated 
to attend Navy and Air Force schools. 

Where you have single service procurement, it is essential that you 
have common training for the other services so that they can work with 
the service that is charged with single service procurement respon- 
sibilities. 

In January 1950,an Army procurement course was established at the 
Quartermaster School, Fort Lee, Va. This course was designed to 
train personnel in procurement and contracting procedures and poli- 
cies. It has been instrumental in recording many of the varying in- 
terpretations placed on regulations by the different technical services. 
The capacity of this course has been inc reased twice until now it has 
the capacity to graduate 400 students a year. Additional basic pro- 
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curement training is conducted by certain technical services, such as 
the Signal supply officers course, and graduate schools such as Har- 

vard and Wharton have been used to some extent, although recently 
restricted by congressional action. The curricula of the speci: alized 
schools have yet to be altered to reflect the prine iples advocated by 
the 4000.8 paper. 

Once you decide on a course of action and a change in your system, 
such as envisioned by the 4000.8 paper in a body as high as the De 
partment of Defense or even the Secretary of the Army, then long 
tedious steps begin in carrying them out, such as waiting for contracts 
to expire, waiting for indus stry to embrace your procedure, changing 
over their points of contact with us, getting it out, not only indoctri 
nating the people who are charged with salient operating features, but 
getting it out to the service schools to train the new people coming in 
at either the civilian or military level. 

It really takes time. 

Canada has a population of a little over 14 million people. Prob- 
ably a third of those are adults. Let us say that means 5 million adults, 
We have 3 million adult people in the military service, 3,500,000. You 
are virtually training four-fifths of the adult populat ition of Canada 
in this task of supply management, in this whole program, not just 
one individual or one technical service or one level of a technical 
service. 

In the field of training in production, the Army has had programs 
since World War I]. Over 400 separate industries are included and 
180 technical service officers were thus trained in the most recent 4-year 
period. A joint military packaging course is operated by the Ordnance 
Corps for all military services and there are seven or eight other 
courses of instruction in the specific operational areas covered by 
the 4000.8 paper. 

I would like to digress there for a moment. Referring there to the 
400 industries that have graduated 180 technical service officers, | 
would like to mention this. The night before last the American 
Ordnance Association had its annual dinner in New York, and one of 
the things that was mentioned to me by one of the oflicers of the 
Ordnance Association was the fact that he felt that not only had the 
Army gotten training, but he felt that industry had gotten so much 
advanage out of learning the military problems that we were coming 
out with common solutions which made the transition from one to the 
other very easy. 

I think that is most important because there is no way that we can 
train in time of peace or even in time of half-peace enough good 
officers for the Army to work with us in wartime, and we have to 
reach out into industry when M-day comes, if it comes. 

By having this common understanding through these jointly oper- 
ated programs, we should be able to take the man and use him expe- 
ditiously immediately without having to waste time to train him. 

Section J, requirements review—paragraph 1: Since the issuance 
of the 4000.8 paper, the directive defining the principles which are to 
guide the establishment of an office for Seta ments Review in each 
service has been under careful study by the Office of the Secretary of 
Defense and the three services. 
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There were many problems in reconciling differing viewpoints 
between the three services and principally those occasioned by the 
differences in organizational structures of the services. These mat- 

rs have all been reconciled and the Secretary of Defense, under date 

f November YS, 1952, issued a directive to the Secretaries of the three 
ervices outlining the missions, stafling, and organizational relation- 
ships desired. This paper provides that the se rvices submit their 
respective implementing instructions to the Secretary ot Defense for 
final approval not later than December 10, 1952. In the meantime, 
as the Army became increasingly acquainted with the thoughts of the 
Secretary of Defense in this matter, it has taken preliminary steps to 
accomplish the - jective. We have interviewed a number of poten 
tial key personne land bell lieve that we can move expeditiously in the 
establishment of the desired organization. 

I cannot help but smile at the ease with which IT read that para 


graph when I think of the endless hours behind it. [am particularly 
impresse | with the use of the word “reconciled.” | hope that is com 


pletely true in all senses of the word. If it isn’t true, we are prepared 
fo move by authority. 

Section K, supply system expansion prohibited—paragraph 1: The 
Army has, of course, adhered precisely to the restrictive requirements 
of section K, 


CONCLUSION 


I have attempted in this statement to sigey the factual data from 


which an objective appraisal may be made of Army progress toward 
the accomp His shment of secon supply management. 

Most « ‘future plans in this area are, I believe, dealt with either 
Pita or isaplioiths in my account of what has been done. 


In conclusion I can only say that we strongly believe in the sound- 
ness of the principles advocated by the 4000.8 paper, and that all avail- 
able resources of the Army will be devoted to the progressive accom- 
plishment of these sound ob ie etives. The dimensions of the problems 
are great and progress will be measured by the capacities, resource- 
fulness, and de termination of the men chosen to treat with them. 

[ would like to point out that in the approximately 214 years that 
[ have been a member of the secretariat of the Army I have found 
that, despite the extreme complexity and magnitude of the problems 
confronting the Army, they are not unsolvable. As a matter of fact, 
the compe tence within the Army is such that once you have it focused 
on a problem that problem is well along toward solution. If you can 
achieve the top-level attention—and by top level I mean the secretariat 
and the Chief of Staff and the chiefs of the technical services. and so 
forth—you are well along the way toward energizing the Army to 
emp lov | its inherent compe tence and ac ‘hieve a desir: able solution. 

I am sure that from my statement you will appreciate that the Sec- 
retary, the Chief of Staff, and so forth, are all vitally and personally 
interested in these problems. In addition, the Secretary of Defense 
and the other services are equi ally aware of the problem. Moreover, 
Congress through this committee has provided a major stimulant. 
Consequently I personally feel confident that the ground work for 
accomplishment that has now been laid will, in the ensuing months, 
pl ‘oduce such economies as the country has a right toe xpect. 
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Recently I was trying to place in proper perspective the need for 
ereater efliciency and economy in the operation of the Army, particu- 
lar ly in the procurement and supply areas. I took occasion to look up 
the size of the Army and its appropriation in 1935. Incidentally, it 
totaled 138,000 men. The gross national product that year, 1935, was 
upproximately $78 billion. You can see that the money that the 
country was entrusting to the Army to spend efficiently and wisely 
represented less than 1 percent of the gross national product. 

Today, with military appropriations exceeding 20 percent of the 
gross national product, even though the gross national product now 
approximates $345 billion, it is absolutely essential that any profligacy 
or wasteful practice which exists within the military has to be stamped 
out, and we are determined to achieve that goal. 

That completes my formal stateragent and I hope that the committee 
has been stimulated to ask some questions. I hope I will be able to 
answer any questions that you may have. 

Iam going to ask the chairman, if it is all right, for me to ec: all upon 
«ny one of the people with me to aid in answering these questions. 

Mr. Bonner. Yes, sir. 

This subcommittee has often heard that the Army doesn’t have a 
single supply system, that it has seven systems. What are you doing 
to develop more integration between the technical services? 

Mr. Jounson. I would say that some of the complexity in supply 
systems and differences in practices stem from the different types of 
items that you are buying. There should be no difference or no appre- 
ciable difference in the system as far as the procurement of common- 
use type items are concerned. If a person makes those charges and 
applies them to the common-use- ess items, I think that might have 
been true in the past. I do not think it is true today. We have done 
all we could, as I pointed out in my statement, to channelize them into 
single channels, single service. 

There is still room for improvement, as I pointed out. 

Then vou get down to the size of the purchase. Just because nails 
are made of steel and Ordnance purchases a lot of things made of 
metal, Ordnance shouldn’t have to buy the nails. Lots of times it is 
more efficient to let them be purchased at the local level. 

When you get into the specialized type of items, then I do not see 
how that could apply. If that is the charge when it is said that 
we have seven different supply systems, I do not see how it applies 
because there is only one that buys tanks, there is only one that buys 
these special-purpose vehicles, one that buys guns, one that buys 
ammunition. 

Mr. Bonner. What about spare parts? We feel that the spare- 
parts problem is one of the most pressing due, of course, to the 
number of items involved. 

Mr. Jounson. I think in all our discussion on the supply system 
we have to delineate between the common use and the specialized 
military equipme nt. I have just brought into the office a man by the 
name of John Thurston who was the eastern manager for one of the 
largest automotive parts producers. He has been in the office only 
about 60 days. His problem is to get hold of this spare-parts prob- 
lem—that’s his job—and find out what we need to do. He is a spe- 
cialist in it. 
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It is not easy to get specialists. We are in the position in some re- 
spects of being “lame duckers,” and there is a certain hiatus period 
here that we haven’t been able to successfully man to the degree that 
we would like, although we have made some progress. 

This individual is concentrating on that spare-parts problem. 

I can assure you that I couldn’t agree more with the committee that 
this is an area for fruitful investigation. It is not only an area for 
fruitful investigation from the standpoint of procurement, it 1s from 
pricing, from distribution. It is true you can pick up cases where 
you have a $50,000 item that is not being used, it is standing inopera- 
tive because it doesn’t have a spare part. 

I say a factory that didn’t get spare parts to keep its machines 
running ought to have a new superintendent and new working 
manager or whoever is charged with the responsibility. 

In this particular field we know major progress Can be made, and 
we have our attention focused on it. 

Mr. Chairman, one point I should make, because I may have misled 
the committee. When I mentioned a tank as purchased by one serv- 
ice, a tank is a complex mechanism, and it contains a lot of electronic 
equipment. The Signal Corps is largely charged with purchasing 
electronic equipment generally, but there are certain specific items 
where we have found it is much more sensible to let the using service go 
ahead and buy some electronic equipment. Electronic equipment can 
range from a flatiron to a fire-control mechanism for a tank. I think 
you have to have a pretty common understanding of what those terms 
mean before you use them too broadly. 

Mr. Bonner. Parts of a truck, an airplane and a tank, contain parts 
that are common in many instances, 

Mr. Jounson. Yes, sir. 

I am sure that where that exists, if there are large quantities in- 
volved that you can give single service or single technical service pro- 
‘urement assignment. 

Mr. Bonner. Can you get the distribution combined in cases of that 
kind ¢ 

Mr. Jounson. We have made more progress in the procurement 
end than we have in the distribution end. I think the starting point 
Is In procurement, I am sure that we are coiling to have to move 
through this. It is the distribution end where I think we can make 
some of the greatest improvements. I think that would be a profitable 
area for the committee to look at. 

The reason why T say that is this: By the time I stepped into this 
job, frankly, which was about the Ist of May, the pattern for procure- 
ment in the Army had been pretty well set. The higher up you go in 
management, the further ahead you have to look. Looking ahead, our 
big problem has come up in the supply in the broad sense of receipt, 
storage and issue, maintenance of active or dead storage, maintenance 
of inoperative equipment. We are building up an inventory of many 
billions of dollars. It becomes essential to know where it is what 


os 


condition it is in and how we are going to move it, and where it is 
voing to be used. 

That is the distribution system in a few words. That is where our 
major Improvement can be accomplished, looking ahead here. 
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Mr. Bonner. On this Armed Services Textile Apparel and Pro 
curement Agency, how many items of clothing have been standard- 
ized # 

Mr. JouHnson. I could get that.2 

Mr. Bonner. You are not familiar with that ? 

Mr. JOHNSON. No. 

Mr. Bonner. What is your feeling about the efforts the committee 
has made to freeze surplus property disposal to bring about greater 
utilization of what has heretofore been surplus property ? 

Mr. Jonnson. I didn’t quite hear the question. 

Mr. Bonner. Do you feel that this committee put too much pressure 
on the Army to freeze surplus property disposal ? 

Mr. Jounson. To freeze ? 

Mr. Bonner. Yes. 

Mr. Jounson. Free or freeze ? 

Mr. Bonner. Freeze. 

Mr. Jounson. I am not too acquainted, frankly, with the back- 
ground on this question. I know when Korea broke—and I know this 
only second-hand, as a part of the secretariat—that we froze additional 
disposal of surplus property. 

Mr. Bonner. There was a general outpouring of warehouse prop- 
erty at that time and this committee felt that with proper screening 
and proper utilization much of it could be rehabilitated for the use of 
the Army in the zone of interior and abroad. 

Mr. JoHnson. I know we froze it. 

Mr. Bonner. We had an awful time getting it frozen. 

Mr. Jonson. I say I got it second-hand. 

Mr. Bonner. I thought maybe you might have had some observation 
to make, 

Mr. JouNnson. I would say this: What I have seen of the rehabili- 
tation of surplus equipment leads me to feel that the Korean operation 
couldn't have been successful without it. 

Mr. Bonner. What brought this to my mind was that in your state- 
ment you said the warehouses were ¢ ‘logged with a lot of material that 
hadn’t been identified and wasn’t turning over, and so forth. 

Mr. JormNson. Naturally, evel though the committee froze it, that 
doesn’t ne us of the responsibility of having to identify it and 
classify 1 It is true we were hard pressed for manpower, and it 
is true nS at you take the more important things first from the stand 
point of the daily operation, but one of the major programs has been 
to go ahead and try to identify this. I think you in your travels have 
seen ample evidence that there are great stocks and piles of equip- 
ment that still need to be sorted and assessed and used. 

It is no use naming them; you know of them. 

We need to make progress there. There is a time factor in there 
that is important. Some of these represent spare parts, the vehicles of 
which are going to be disappearing, and you won't have the use for 
that equipment. There will be fewer and fewer calls for it. It be 
comes excess and nobody can use it. It is required that you inake 
identification early. 

Mr. Bonner. On page 5 you say: 


2No standardization accomplished to date See letter of Deputy Under Secretary of 
Army. December 16, 1952, appendix, p. 330 
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I am informed that something like SO percent ® of the total dollar volume of 
all items currently programed for procurement within the military departments 
have been established as either joint agency or single service responsibility. 

This is a subject and a field in which this subcommittee has been 
greatly interested. That is a large figure, much larger, the percentage 
here, than I had any idea. 

Mr. JouNnson. IT can answer this way. 

Mr. Bonner. I take it that you mean that is for all the services 
now, for all procurement. ; ; 

Mr. Jounson. I do not think that is so surprising if we are thinking 
about the whole service, 

Mr. Bonner. It sort of misled me. Is it dollarwise or itemwise / 

Mr. Jounson. It is a dollarwise figure. When you figure that 
normally the Navy wouldn't be buying many tanks or the Army 
wouldn't be buying m: uny vesse!s or many aircraft, then you come up 
to where vou ¢ do cover your major items of procurement dollarwise. 
That didn’t require any change-over whatsoever. That is the way it 
always was. 

The criticisms cover a part of all but 40 percent—I am using 60 
percent as an illustration. 

Mr. Curris. IT was just wondering about this new agency set-up. 
How does that work’ I want to give you a reference. In our hear 
ings on Federal supply management, October 10, through November 
YS, 1951, we had oceasion to have a statement from Commander 
Barnett, Commamnder A. A. Barnett, Jr., Director of Surplus Mate- 
rial Division, Department of the Navy. He said in giving his present 


billet that he is Director of the Surplus = iterials Division of the 
Bureau of Supplies and Accounts of the N avy Department. This 
division was established at the request of the Secretary of Defense as 
an integrated unit to coordinate the sereening within the Department 


of Defense of all material which is excess toa Navy bureau and Army 
technical service or an area matériel command of the Air Force. 

Where ip thed now in light of what you say? 

Mr. Pearson. That exists now as a very active unit and the next 
stage of screening of Army surplus stocks above the Army’s own 
-creening of its surplus stock. 

Mr. Curtis. That is above the one you are describing / 

Mr. Pearson. The paper moves to Army screening to Navy screen 
ing, Which placed it in the Navy by the aoe iry of Defense, and 
which sereens all defense services. Finally, it goes through GSA 
screening, at which point conclusions may be ihe as to disposal 
action. 

Mr. Curtis. This division that Commander Barnett is describing is 
still there. That is at your coordinating level 

Mr. Pearson. Yes, sir. That is the next step of coordination above 
the service itself, which initiates it. 

Mr. Jounson. We are not authorized to make direct disposal. We 
have to cross reference through the services and then out through the 
Government agencies and then turn it on over to an outside agency. 

Mr. Curtis. I appreciate that. I was trying to figure out how this 
division was working with your division, 

Mr. Pearson. They are working very effectively together. 


See Deputy Under Secretary of Army letter of December 16, 1952 
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Mr. Bonner. Going back to the 80 percent, the paint study, for in- 
stance, didn’t show that single-service assignment was working so well. 

Mr. Jomnson. I am not an advocate necessarily of one against the 
other. I am quite confident that in many areas we had been doing 
mighty well not to stockpile paint, and at certain levels we ought to 
authorize direct purchase. We have done that. If it is delegated as 
low as possible, to the post camp and station commander, I see no rea- 
son why he should make a requisition back to a general de pot or cen- 
tral storage point for paint and have paint sitting there waiting, 
money tied up and waiting for a requisition that may come in, when 
he can go directly downtown and get whatever every other person gets. 
Sure he will pay maybe a higher cost for the procurement of the paint 
itself. 

Mr. Bonner. But the cost of requisitioning it and getting it there is 
much greater. 

Mr. Jonnson. Oh, yes. 

Mr. Bonner. That is what I thought. Using the percentage is sort 
of misleading, then. 

Mr. Jounson. This is the total. We can identify this for you by 
some broad areas if you would like to have it broken down. 

Mr. Bonner. We have that in the record. 

Mr. Mreaper. Could I ask a question on that 80-percent figure ? 

Mr. Bonner. Yes. 

Mr. Meaper. Would that mean, Mr. Johnson, that the remaining 
20 percent of total dollar purchases which are neither joint agency nor 
single-service responsibility represents duplicating procurement of 
common-use items ¢ 

Mr. Jounson. No: I wouldn't say that. I would say that the bulk 
first of all, I think you have to look at that in this light. There is no 
gain in either having it centralized in one service or in a joint agency. 
There are large areas of it that are not particularly— 

Mr. Meaper. You have said the 80 percent is built up of technical 
items that only one service would use, like vessels for the Navy, which 
would be a lot, and airplanes for the Army, which also would be a lot 
dollarwise. 

Mr. JonNnson. Yes. 

Mr. Mraper. Then you have these joint procurement and single- 
service activities such as petroleum and subsistence purchases where 
one service does buy for the others; isn’t that pretty much true ? 

Mr. Jounson. That is right. 

Mr. Meaper. It is probably impossible for you, using that 80-percent 
figure, to determine how much progress has been made in single-a iwency 
procurement of common items. I wondered if it wasn’t fair from 
your description of that 80 percent to assume that the other 20 percent 
deals with common items which are not procured either jointly or 
through single-service procurement. 

Mr. Jounson. That is correct. That is abs olutely correct. This 
is where you have to focus your atte ntion on, the 20 percent, not the 
80 percent. The 20 percent still would have to be done. I am not 
saying that all can be done, but a lot can be done and should be done, 
In my personal opinion. 

Mr. Meaver. Even 20 percent of $50 billion is $10 billion. 
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Mr. Jounson. It is close to being more than all the procurement 
that all the three services were engaged in prior to the Korean out 
break. 

Mr. Meaper. Could I ask one more question on that same point, 
Mr. Chairman ? 

Mr. BONNY R. Yes, 

Mr. Mraper. Yesterday we had quite a little difficulty with the 
Navy representative in deci dine what was a common-use item. I 
wonder if there exists anywhere within the Defense Department a 
definition of a common-use item ? 

Mr. Pearson. It is defined by illustration, not by definition. 

Mr. Meaper. But the term is used in this committee’s report and 
in legislation, and I assume it is used in the Defense Department. It 
seemed to me it might be of some value to have an understanding of 
what is a common-use item so it is not confused with the concept we 
heard here yesterday of whether it is a fast-moving item or not. 

Mr. Pearson. I do not think we have confusion in the Army. 

Mr. Meaper. As far as you know, there has been no attempt to 
define a common-use item ? 

Mr. Pearson. No. 

Mr. Jounson. I know that on a wet mount of a submarine, a wet 
mount for a gun, a submersible mount, they have to be cadmium- 
plated. During the last war we used a similar mount, but we didn’t 
have to have ours cadmium-plated. Maybe the difference in that 
would lead some person to say that is not a common-use-type item, 
even though that is a military item and not a commercial item. I 
think you get your common specifications and you can greatly in 
crease the number of items that can be held in the common use item 
category. 

Mr. Bonner. What did the Alameda medical test mean to the Army 
in terms of Secretary Lovett’s directive ? 

Mr. Pearson. I didn’t hear the last few words of the question. 

Mr. Bonner. What did the Alameda medical test mean to the Army 
in terms of Secretary of Defense Lovett’s directive ? 

Mr. Pearson. We look upon it as an opportunity to establish by 
demonstration the fact that under the sponsorship of any one of the 
three services there were gre at op portunities for improv ing per form- 
ance and in common service of identical products. The area chosen 
Was a sound area because it was one not dimensionally large or com 
plex enough, as spare parts might have been, to create a difficulty in 
initial exploration. 

The Army is proud of the performance of the Alameda depot under 
these conditions and is not alone willing but genuinely desirous of 
ap ply ing in any way that the Secretar Vv of De fense shoul | desire those 
principles in the areas that he would assign to the Army. 

Mr. Bonner. The test was to see if one department could buy stores 
and distribute for agp 

Mr. PEARSON. Yes, Ss 

Mr. Bonner. It has ii brought to the attention of the subecommit- 
tee that it has been determined that the test has been successful, yet 
there is going to be a division and one service may not buy, store, and 
distribute for all, from the information we have received so far. 

Mr. Pearson. That is not an Army determination. 

Mr. Bonner. No, sir. I realize that. 
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Mr. Pearson. Our viewpoints are opposite to that. 

Mr. Bonner. The viewpoints of the Army are opposite to this 
dividing-up procedure. You feel that the Army can take charge of the 
entire matter ¢ 

Mr. Pearson. We do. 

Mr. Mraper. On a world-wide basis? 

Mr. Pearson. We are discussing the ZI. This test was a ZI base 
support. It then breaks into services very quickly. ‘The Navy supply 
ship comes in and is loaded with things needed by the Navy in a 
remote island where the Army may not have distributive facilities, but 
at the base of the supply structure, the depot, procurement and ZI 
depot system, we have no doubt that, given cooperation from the other 
services—the Army, Navy, and the Air Force—the Navy or the Army 
or the Air Force could, if they had that capacity, advantageously pro- 
cure and distribute from that level. 

Mr. Bonner. From your nner in this entire subject, your 
personal opinion about it, it would be more advantageous fer one 
service to render this entire service that has been proven satisfactory 

t Alameda throughout the zone of interior ¢ 

Mr. Pearson. | believe so, without question. 

Mr. Bonner. That is what the test was for. It wasn’t for foreign 
bases. It was for ZI. 

Mr. Pearson. Yes, sir. 

Mr. Bonner. It has proven successful. 

Mr. Pearson. That is the Army Staff’s opinion. 

Mr. Bonner. We have to deal with one or two items because we 
cannot take them all. Would that same opinion of yours cover the 
coffee production ¢ 

Mr. Pearson. From the procurement through the roasting through 
the distribution facilities, without a question; yes, sir, it would. 

Mr. Bonner. Would you give the committee just a little reason why 
you have that opinion. What is the reason you say either one of the 
services could doit? What do you base it on? What is your opinion ¢ 

Mi. Pearson. I believe that in a standard-stock or commercial-type 
item, cCommon-use item, it is not necessary nor wise to duplicate all of 
the procurement and distributive staffs, record-keeping systems, depot 
facilities, shipping facilities, in order to accomplish the distribution 
of the same thing to people generally located geographically in a small 
anit. Utah would have made an excellent example of that, when we 
were out there, where there are five major governmental military in- 
stallations within a very compact area—the Navy, the Air Force, the 
Army with its big general depot, two ordnance depots—there are really 
six—and a chemical depot, all doing more or less the same thing, with 
duplicated records and duplicated equipment and without advantages, 

\ hereas certainly either the Navy or the Army from its depot installa- 
sia at Clearfield or Ogden, 40 miles or so apart, could do for all what 
any one of them was doing for each. 

Mr. Bonner. In other words, there are three management groups 
doing what one management group could do in that area ¢ 

Mr. Pearson. Without question. (See p. 155.) 

Mr. Bonner. That was my personal observation. That was an 
interesting visit that we had there. This subcommittee wants to express 
its appreciation to you for the points you made, for the manner in 
which you described the operation. It was most interesting. 
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Mr. Prarsoxn. Thank you. 

Mr. Bonner. We are certainly grateful. 

Mr. Meaper. Mr. Chairman. nay I ask a question on that point ¢ 

Mr. Bonner. Yes. 

Mr. Meaper. The natural implication or inference from what you 
said, Mr. Pear Ol, IS that there is no basic reason derived from the 
mission of the different military services why their supply procedures 
or forms should be any different. 

Mr. Pearson. We were discussing at this point common-use stand- 
ard type items, such as mop handles and brooms, and things of that 
hature. 

Mr. Meaper. Let's confine it to common-use items, assuming we 
know what that is. 

Mr. PEARSON. It could be confined tothose. I see no reason why they 
need be different or any great advantage in making them the same. 
I think the requisition forms and record forms should be designed 
first with the objective of best serving the needs of the using service. 
Each organization structure in the three departments differs from the 
other two in important respects. Its prime need is to best serve the 
purpose of the using service. Then to the extent practical and over 
i period of time without revolution in that sense, an attempt should 
be made to reconcile, as far as is practical, such differences as exist. 

I believe that an ultimate objective of uniformity is a sound objec- 
tive, that the accomplishment of uniformity of the physical service 
is of greater significance and of ereater priority than the studies 
leading to the accomplishment of uniformity of forms used in the ac- 
complishment of that. 

Mr. Mraper. In other words, the difference in structural organi- 
zations of the three services and whatever procedures flow from that 
structure, are not, In vour opinion, an obstacle to one service supplying 
another on common-use items. 

Mr. Pearson. I do not believe they are an important obstacle at all. 
We receive what is called in the service MIPR’s from other branches, 
from the Navy and from the Air Force. These forms say, in sub- 
stance, “Please buy these things for us.” Whether it says it in this 
form or in that form isn’t Mnportant, as much as that we get timely 
notification. That is all we ask for, and that is what we should render 
to them 

Mr. Bonner. Mr. Pearson, in this letter of Secret: Wy Bendetsen’s— 
I pass it down to you and ask you if you meant here that this is strictly 
i Quartermaster item, this saving of $7,000,000 and 1,750 positions? 4 

Mr. Pearson. That was the total on the stock records keeping and 
related merchandising, as I ealled it, Army wise, 

Mr. BoNNI R, | wanted to vel that clear. We wondered there just 
how much scope that took in. 

Mr. Pearson. We used three sery ices, the smallest, the largest, and 
the Quartermaster as the fastest moving, to test the Army in its 
broadest sense, and it is inclusive. ; 

Mr. Bonner. Back to page 4. where you sum up vour statement, 
section B, you sav: 


See Review of Army Reporting System in Supply and Procurement, p. 625, Field Con 
rences on Federal Supply Management, pt. IV 
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There has been very little progress in the equivalent use of private motor repair 
shops, bakeries, and laundries; nor have we made suitable progress in the em- 
ployment of sound cost accounting methods 
that is one thing we have been trying to find something out about- 


to assist in the formulation of decisions in these matters. However, additional 
Government-owned facilities of these types have not been established by the Army 


since the passage of section 658, * 


Can you enlarge on that summary a little / 

Mr. Curtis is very much interested in this. 

Mr. Curtis. Yes. 

Mr. Bonner. He has shown a great deal of interest in this during 
the hearings and discussions of this committee; am I right there / 

Mr. Curtis. Yes. 

Mr. Jounson. In the first place, the question of costing in the Army 
operations is one of the most difficult problems in accounting that | 
have ever seen. Secondly, we are in the position where we have the 
facilities. You do not want to just let them stand idle and turn them 
back and buy these services from private industry. 

Mr. Curtis. I just wanted to ask on that one thing: you say, if you 
have surplus facilities you have to use them, that you cannot declare 
them surplus. 

Mr. Jounson. These facilities are not separated from the Military 
Establishment. Some of them will be in the center of a post or camp, 
and the bakery shops are an integral part of the mess hall in a lot 
of cases. Here we have this, so we are using them. Basically, I per- 
sonally—and I know that the Secretary feels the same way—feel this. 
We are interested in contracting out anything that we can contract out 
to industry where we can do it defensively. There is no use of the 
Army getting into production, for instance. The Army shouldn’t be 
in any production that we can avoid being in. There are certain types 
of specialized items, certain types of assembly processes, of munitions 
for instance, ammunition, certain types of chemical operation, whic! 
nobody wants to be identified with in the commercial business. 

I do not see how you are going to avoid havi ing that. 

But basically we want to contract out to industry, and there is no 
reason why we shouldn’t move aggressively, for instance, to buy bread 
rather than bake bread ourselves. We have to do a certain amount 
of it on a training basis because, after all, the Army is designed to 
move abroad and fight outside, and they are not going to be able to 
get this stuff outside. It is much cheaper to ship flour and then bake 
it abroad. The first thing for us to do is get the cost on the things we 
are doing down so we can talk intelligently and move intelligently. 
That is what I mean by that. 

Mr. Bonner. You put your finger on something that attracted my 
attention in our field. visits, training. I agree that there should be 
training, but we saw a training operation and a repair operation sep- 
arate and apart. I could go along if that training operation was in 
conjunction with that repair, but the training was being done for the 
men who are going to have to use equipment in the field over here and 
the repair operation was done by civilians with an officer to supervise. 
I just couldn't see that. When you put your finger on training, it 
struck me that the two go together. I agree with that. But there 
they were separated. Those were large installations. 
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Mr. Curtis. Mr. Chairman, may I interpolate, too, because I was 
particularly interested in asking that question of the people right there 
as well as the students, because I antic ipated that might be the argu- 
vent used, and there were orders that the students and even the in- 

ructors were not permitted over in the repair and re s+habilitation shop 

‘ause they interfered with the line. ee 

Mr. Jonunson. I wouldn't imply for a moment that the rehabilitation 
was conducted primarily for training, or any certain percentage. 

Mr. Curtis. Not primarily, sir, but they were forbidden to come 
over there, so it was not remotely connected with training, absolutely 
no connection. That is a specious argument generally. I appreciate 
it is constantly used, but I think any time someone tells you they are 
being used for training you have to look into it very carefully because 
I suspect that just sounds good. 

Mr. Jounson. I suspect that myself. Incidentally, there are so 
many reasons. For instance, we wanted to 20 in where they were 
doing some training and found out the reason we couldn’t do on-the 
job training was because the labor unions wouldn't let us do on-the-job 
training. 

There are a wide variety of reasons in this thine. 

Mr. Curtis. Could L ask some questions on this ¢ 

Of course, I myself feel—and I think the subcommittee does, too— 
that the gist of this is getting your cost accounting set-up so you can 
determine it. 

Mr. Curtis. We have already had this view on the coffee-roasting 
business, and we have had some reports. We have been told that the 
services are in the coffee-roasting business because of economy alone, 

vet if the cost-accounting system is not good, are you satisfied that the 
Army should be in the coffee-roasting business! “Have you gone over 
their cost-accounting figures to see how realistic their estimates are 
of what it does cost ? 

Mr. Jounson. First you ask me if I think it is necessary that the 
services ought to be in the cottee roasting business. My answer 1s a 
categorical no. We are in it. We have the plants. What do vou 
do pbout it? That is where we are. 

Mr. Curtis. That is an example of what I mean. If you have sur 
plus piants, you cannot get rid of them. 

[ can appreciate a bakery in a unit which you couldn't cut out, 
but these coffee-roasting installations. and that type of thing, and 
= automobile rehabilitation, things like that. actually there would 
be a lot of consolidation on a post if you could get rid of a lot of these 
services that are being performed if they are not justified on an 
eCOnOMY basis. 

Incidentally, I would like to refer to our hearings involving this 
automobile rehabilitation located in the general depot at Atlanta. I 
was very curious because the colonel told me there that they were 
saving lots of money, just like your statement says in regard to the 
rehabilitation shops on page 7, that the amount of money that 1s being 
saved through this utilization of the rebuilding—and I believe it is— 
what Lam worried about is how do you know? What cost accounting 
has been used¢ I found out they rented a building, the depreciation 
of machinery used, the colonel’s salary and the salary of the other 
Army people there weren't included in their overhead as to what the 
cost to rebuild those motors and many other items actually was. They 
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weren't included. The colonel said the Army would pay his salary 
anyhow. 

If that is the kind of cost accounting that enables us to say we are 
saving money by having the Army do it, 1 am deeply disturbed about 
it. ‘That is why I again say it gets back to the cost-accounting system 
—_ in determining whether or not these programs are more expe nsive 

‘less expensive than civilian enterprise, and then getting back to 
“ae statement that you are already in the business. | appreciate you 
have the facilities and machinery, but we do have a process whereby 
we can get out of the business. We have a system whereby b uildings 
can be declared surplus and we can get a lot of this back into the 
civilian channels, a lot of real estate. When you get fundamentally 
down to it, that is what it seems to me we should have. We should 
have a system set up where we should start doing it. 

The questions I have asked the other seninadl thi services were these: 
How does a business or an industry come in and complain to the Army, 
Navy, Ol » Adr Force anc say, “We could | do this pro ‘ess cheaper” ¢ 
‘There seems to be no system set up and I know from the contacts I 
have had with small business in particular that they do not know 
where to go. They say, “If you give us a chance, we will show them 
we can do this processing a lot cheaper than the way they are doing it 
now.” But they have no procedure set up where they can have a 
hearing on it even. 

Mr. JoHnson. There are a lot of questions that have come to my 
mind as you talk here. One of the things Ll would like to be on the 
record for, because I feel so strongly on it, is that I do not think it is 
just a question of the Government doing it any cheaper than private 
business. I wouldn't care if we paid the private businessman more 
than we did the Government because after all the Government is sup- 
ported by business and the people. It doesn’t make much difference to 
me that there is a differential in cost and maybe it is a little higher 
civilianwise. ‘That is not for us to determine. 

Mr. Curtis. You and I agree, too, but 1 was putting it Just on that 
cold basis. 

Mr. Bonner. Going along with this discussion, | have gained a high 
respect for Mr. Pearson and the contribution he has made. I notice 
here, Mr. Pearson, looking over the commercial activities, he is speak 
ing of Japan, and I agree with him, that rehabilitation and reclama 
tion in Japan was fine. So was the one in Germany. You separate 
those. You do not even go into any zone of interior rebuilding or 
industrial plants when you mention this in section EF, 

Mr. Pearson. That is right. 

Mr. Bonner. | want to get your views along this line. 

Mr. Pearson. | think the Far East operations are as well set up as 
possible. ‘They are operated by contractor labor, not by Army opera- 
tion. 

In the United States our very large rebuilt programs are partly 
conducted with our own facilities and partly under contract. I do 
not. know the percentage. I can learn it for you and will be glad 
to doso. (See p.: do. ) 

I recall within recent months approving a sizable number, counted 
by dozens, of contracts directly with industry to accomplish rebuilt 
work, particularly on MDAP things, those which the Army operates 
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vithin the United States being well supervised, well set up and very 
effective, those that I have seen. 

But we do not know what they cost and, as businessmen, neither 
Mr. Johnson nor I, are happy in that environment. We do not have 
for so many Army activities businesslike, solid cost accounting figures 
to guide in judgment. We are then guided more by habit and by the 
habit of thought and by the circumstances of the moment. 

The task of installation of businesslike accounting in the Army is 
1 tremendous task. We are 100 years behind business, or certainly 
5U years behind business in that respect. 

The jobs of all of us in these procurement and distribution activities 
would be much more attractive if we could walk on the solid ground 
of solid facts in reaching conclusions rather tnan in the hazy elements 
of incomplete facts. 

Mr. Curtis. I couldn’t agree more with that statement. That is 
encouraging to see the progress that has been made there. I wish 
we could go much faster. 

That is all Lhave. 

Mr. Bonner. I think it has been very well developed this morning. 

Ilave you any further questions / 

Mr. Curris. Yes. I would like to ask generally on this, getting 
back to the Alameda test, for medical sup plies, using that solely as an 
example of many other possible services. The Alameda test, as I un- 
derstood, was to test the feasibility of single departme nt responsibility 
for distribution, procurement, and so on, to all departments, as stated 
in Secretary Lovett’s directive. When Mr. Foster testified, he indi- 
cated that, as a result of that test, which everyone said was successful, 
they are now going to have the Army in chi arge of one zone in the 
United States and the N: avy will be in charge of a different zone on 
medical supplies. In other words, someone supplied the word “parcel- 
ing” yesterday. ‘They are going to parcel it out. That is very disturb- 
ing to me, because it isn’t accomplishing what we thought was the 
purpose behind it, because parceling out simply means in one area, 
one geographical area, the Army will run the show for themselves, 
the Navy and the Air Force, and in return the —— is made- 
and it looks like cold-blooded compromise—that the Navy will get 
their sphere of influence in another geographical area where they will 
run medical supplies for themselves, the Army and the Air Force. 

In regard to petroleum inspection, it looks like a parceling deal has 
been made there, because it 1s not on the basis of, if you please, the 

nd of petroleum a s that the Army uses or in respect to what 
the Air Force uses or the Navy uses. It is a geographical parceling 
again on petrole um inspection. 

I am wondering if you would comment on your understanding of 
these attempts to make single department responsibility, whether 
3 aT is the answer to it. 

Mr. Jomnson. I haven’t had a chance to review Secretary Foster’s 
testimony. The directive hasn’t come down to us as to how they 
plan to do it. We have been parties to the discussion, certain dis- 
CUSSILONS. 

I would like to have Mr. Pearson answer it because he has been 
specializing on this end. Like the chairman, I have deep respect: for 
Mr. Pearson’s capacity in this area. The Army feels particularly 
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fortunate in having him as the Deputy Under Secretary on these 
matters, because this is his field and he is the type of man we have to 
pull in in all these areas in order to get that long-range competence 
and knowledge and experience in a particular area. 

Mr. Prarson. Speaking first on the medical side of it—later to the 
petroleum side—the test at Alameda conveyed no impression at all 
that an advantage would be gained by parceling geographically re 
sponsibility for procurement and distribution. I am drawing upon 
business experience to express a personal belief that there could be 
caemonstrated no tangible advantage in doing that, no business ad- 
vantage in doing that. I think there ona be cataloged a number of 
disadvantages in doing it, particularly as it relates to medical supplies. 
Those are high in value, light in weight, and not difficult to transport 
things, generally, as opposed to other things in which physical diffi- 
culties might intrude. 

So far as petroleum is concerned, my impression doesn’t quite 
parallel] the one you expressed. The assignment of petroleum inspec 
tion responsibility is based, so far as I have the impression, about the 
geographical availability at a spot of a man or of a facility and men to 
perform that function. If those happen to be Navy men, then it is a 
Navy responsibility. If they happen to be Army men, It 1S an Army 
responsibility. 

I will make a quick examination of the background of that and see 
if my impression is incorrect. 

Mr. Curtis. The testimony we have had, sir, as I understood, was 
that it was geographical, but there was, in setting up the geographical 
location where most of the refining capacity for aviation gas was 
located, the Air Force was given that geographical area, but, of 
course, they are setting it up geographically. You cannot really do 
it by functions. So it wasn’t set up, as TL understand, on any other 
basis than geographic, and the Army in one area is in charge of 
inspection for the Navy and the Air Force and in another area the 
Navy is in charge of the vp a for the Army and the Air Force. 

Mr. Pearson. I think if the N avy can do it. better for reason of the 
physical presence of command and personnel, they should do it in that 
area. We have few people in Houston—the Army—in the Houston 
area. The Navy has many people there. 

Mr. Curtis. But if you have three inspection systems, they have to 
meet somewhere. 

Mr. Pearson. That is correct. 

I am speaking here of impressions rather than of convictions. 

Mr. Jonunson. There aren’t three inspection systems, even though 
detailed out to three services. 

Mr. Curtis. The system is one, but conducted by three organiza 
tions. What I meant was three organizations and somewhere at the 
top the three organizations must be coordinated to see that the system 
remains the same. That is the trouble. 

Mr. Jonnson. That is the joint agency’s responsibility, to insure 
that they do not start deviating and changing. 

Mr. Curris. That is correct. 

This is a very basic subject that I want to touch on. I do not 
believe we can fully carry through on it at this time. You mentioned 

5 See Deputy Under Secretary of Army, letter of December 16, 1952, appendix, p. 330 
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that you thought one place that we could really advance is in procure- 
ment. Of course, in scheduling and the integration of our procure- 
ment schedule with industry, that is right. There isa committee report 
on the subject of the Mutual Security appropriation made by the sub- 
committee on Mutual Security appropriations for 1953, part 2, which 
was issued Tuesday, June 24, 1952, and the iat matter was this. 
It was to a certain extent as a result of my request to the committee 
to find out what these unobligated funds that had been appropriated 
that remained unobligated at the time the new appropriation bill was 
before them, what the breakdown was. ‘The mere request of the mili- 
tary—because this is the military aspect, the Army, the Navy, and the 
Air Force, in this work—the mere request for the breakdown brought 
in the most amazing thing, a $408,000,000 error from the figure previ- 
ously supplied the Appropriations Committee as to what remained 
unobligated. 

This report in itself, in my opinion, reveals a system of appropriat- 
ing or rather obligating funds which gets back to your procurement, 
which is not rational at all. It certainly doesn’t follow this program 
and is geared to only one thing, and that is to get those funds obligated 
any way they can so they do not have to explain the unobligated 
balance Ss. 

When I presented this matter on the floor of the House, some of 
the Members defending against the additional cut I proposed said, 
“Well, if you knock off all their unobligated funds, you are just 
going to encourage the Armed Forces to be even more unrealistic in 
their letting of contracts,” which, of course, if that were so, would be 
an indictment of actual fraud on the part of the military departments. 

At the time I had some testimony and information which refers to 
one branch of the service, the Signal Corps. In 1951 they had about 
$2,000,000,000 to spend for fiscal year 1952 and around February or 
March 1952 they found out that they had a little less than 1 billion 
spent, so a meeting was held with the top men of all the contracting 
offices and the directions were to get that money spent, get it obligated, 
vet it out, and the whole thing was geared not to the need of the items 
or anything else, but it was geared to getting those funds obligated. 

In one instance a particular contracting officer had an estimate of a 
$5 million contract and he got it for $3.5 million and thought he was 
doing a credible job. He received censure instead because how they 
had to allocate the other $1.5 million. 

In this particular year, come June 30—this occurred in Phila- 
delphia—these officers had to stay up all might to get these funds 
obligated so that they would not come up with unobligated funds. 
They made an arrangement with the post office in Philadelphia that, 
although they brought their obligation letters there as late as 3 a. m., 
which would be the next day, they would still be dated midnight, so 
it would meet that schedule. 

That is the sort of way I regret to say it is being handled. I also 
regret to say it is not just the Signal Corps and I am simply men- 
tioning that as an example, because I have seen and heard of other 
examples of obligating funds. 

If that is the way we are going to contract these funds, I would 
hardly say that it is going to meet the schedule or rather the philoso- 
phy advanced in 1000.8 directive and the scheduling of our deliveries 
and everything else and certainly meeting or trying to gear ourselves 
in with our industry. 
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Of course, there has been some correction of it in this last bill. 
You cannot spend beyond 1.25 of the ratio before. 

On the other hand, if that is simply going to encourage the same 
sort of processes of not spending according to the theories advanced 
by Secretary Lovett, but indeed to try and see that you haven’t got 
unobligated funds on the theory that your original estimates were 
wrong, where we are going to continue to have this same type of pro- 
ceedings—— 

This was done deliberately, as near as I can gather, and is the whole 
intent of this particular organization in that situation. 

Testimony can and will be supplied a little later in detail. I am 
not interested in it from the spec ific case. The case itself is only an 
illustration. Iam wondering just what the Army is doing to try and 
actually carry out the intent of 1000.8 as far as obligating funds, enter- 
ing into contracts, in view of this historical situation of seeing to it 
that funds do not remain unobligated. It is a tough job and I should 
think, to a large extent, Congress is at fault. I do not think it is a 
question of finding fault. It is a system. I am wondering what 
consideration is being given in Army Procurement to stop that sort 
of policy which seems to stem from pretty high ranking officers in 
the various procurement sections. 

Mr. Jonnson. Well, there is so much involved in your statement, 
let me try to break 1t down. First. as to the need of the items that 
are being bought. It is not up to the contracting officer to determine 
whether those are needed. After the need has been determined 
through the requirements review, et cetera, some timetable is given 
him, but it is a very loose one. You are always faced with the ques- 
tion of how long you can delay from the standpoint of trying to get 
the best price and ge tting the money obligated. 

[ agree with you that Congress has certain responsibilities in this 
area, that the Bureau of the Budget has certain responsibilities in 
this area, the Secretary of Defense, the Secretary of the Army, G—4, 
and finally down into the chief of each of the technical services. 
There are hold-backs all the way along the line which affect, to some 
degree, the contracting officer’s performance ; therefore, we just can- 
not go out to the field installation, such as Philadelphia, and question 
them. 

Basically, however, over and above all of this is the consideration 
as to how much priority you gave the defense business. I have been 
in business. and I know if you get an order that you can make 20 
percent on, you would rather take it than one on which you make 
10 percent. 

I think that is one of the things that would help the ready, easy, 
and profitable placement of defense contracts, should there be a 
decline in general business activity. Then there would be a rush 
to get more Government business if the civilian business fell off. 

The next aspect of that is the question of the allocation of critical 
materials. That played an important part in the willingness and 
the ability to get contracts p laced. 

Forgetting all these subsidiary considerations, I think that some- 
thing has to be done to get a more orderly placement of procure- 
ment, a more even flow. This is a problem which the accountants 
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face every March 15—how do they maintain their force during the 
periods of drought until the time for tax returns falls due? 

We are just under some kind of a compulsion of that nature. I 
think the Congress was wise in putting this limitation on. I think 
it provides for a more orderly placement of contracts and an evener 
flow. 

On the other hand, I think it makes it more than mandatory that 
Congress achieve an early decision as to what the appropriation is 
cong to be. 

We have set up in the Army a constant review of the rate of 
placement. We met last Friday. It consists of the Deputy Secretary 
of Defense, Mr. Foster, and the three other service Secretaries. They 
Ineet regularly to review the rate of obligation of MDAP funds. We 
have a formal body set up to review this, and it is made a subject of 
constant check at the Secre tary level on down. It is not bei Ing allowed 
to drift. 

The required rates of obligation are disturbing to me in terms of 
the performance we have been able to effect. The fact that they 
are In that condition is producing an awful lot of pressure, and I 
think we will do very well compared to last year. 

Mr. Curtis. I would like to make a comment or two. 

In this pell-mell rush at the end, they resort to letter orders which 
is a poor way of obligating. That is where we get a lot of these 
unrealistic contracts. Then they will come along and deobligate what 
they have obligated after this fateful day has passed, and then go 
about getting what they want, which perhaps sounds bad, but is 
maybe even better, because you get a more realistic contract. 

One final comment on that. In this particular situation there was 
in order issued to immediately go back to the invitation to bid system 
which, in my opinion, will give you a better deal for the Government, 
but there the contracting officers were instructed to disregard it on 
the theory that they could disregard it if the matter was urgent. 
Instructions were that any item, regardless of what it was, was still 
urgent because of fiscal polic: vy, and arene throw procurement back 


tf or 5 months if they didn’t wae? as urgent. That again gets 
back to the fact—and I am not ae blame, career me—that it is 
a tough yp and Congress, in my opinion, is, to a large extent 


at fault, but we get back to this problem, if you are going to gear 
your procurement to the intelligent policy of integrating it and sched- 
ling it, you have to solve this incentive to get your money obligated 
before Congress takes a whack at it or at least trust Congress a little 
more that, if you do not use those funds that year and you still need 
them the next year, they will be put in there. 

It largely comes from a fear which may be justified that Congress 
will knock the thing off, the purpose for which you are going to spend 
the eee 

Mr. Jounson. I think Congress doesn’t take all the blame. I think 
the Bureau of the Budget and the Secretary of Defense and the See 
retary of the Army has to be a member of the tribe, because we hold 
bae k, too. 

There is a natural reluctance to move as soon as you get the money 
because you would like to have an opportunity of introduc ing into the 
picture the latest item that you have. 
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Going back to one of the problems of deobligation, we have a par 
ticular vehicle, involving some three hundred million dollars when 
we obligated that, and then deobligated it because we decided we 
had enough improvement in the picture to warrant delay. That is 
now under process of reobligation right now. 

There are so many developments coming along, there is a tendene \ 
for the Signal Corps or the Ordnance to wait until maybe by May 
of next year we will have this and go ahead and place it. There are 
so many conflicting factors 

On the other hand, there should be no delay on common items and 
the more stable type of item that they use, particularly, for instance, 
in the ammunition field, 105 howitzer field, where ammunition is a big 
consumer of your purchase and procurement dollar. 

Those should be placed orderly and well in advance, and the further 
in advance we can make them the better price we should be able to 
vet, because the more time we give the manufacturer to get his working 
force established and to get his plants established and bring in his 
supphes— 

Mr. BonnEr. You make a most interestine witness, but we have a 
schedule to meet, and we have another very import: int witness at 2 
o'clock. I certainly do not want to close any member off from asking 
questions when they get such fine replies and ¢ ‘ooperative replies from 
you, but we have Mr. Small, Chairman of the Munitions Board, at 2 
o'clock, and then we have Dr. Vannevar Bush at 4 o'clock. I want 
the chairman to have an opportunity to make a statement here or ask 
some questions or make any observations he desires. 

The CHatrman,. I have enjoyed it very much, and the knowledge 
of the subject matter shown by the witnesses has been most stimulating. 

Mr. Bonner. The purpose of this meeting is to bring the various 
Secretaries before us to tell us what they have done in carrying out the 
Secretary of Defense’s directives so we can wrap up the work of this 
subcommittee and turn it over to our successors. 

The Cuarrman. I know Mr. Johnson and I have the highest respect 
for him. He has no greater admirer than I. I would like him to tell 
is about the statement he made relative to contracting for buying 
from private individuals even though it might cost more. 

If the Army can produce cheaper, why should we buy from private 
industry, even though it costs more ? How far would you carry it? 

Mr. Jornnson. In the first place, I believe that private industry is 
the supporter of the Government. Private industry and individuals 
paying income tax are the only ones who provide us any money. | 
think that we have a commitment to maintain private business in a 
healthy state in order that the Government can survive. 

The plans for the last war called for virtually shutting down civilian 
production, once we got into an M—day ee ation, an all-out oper: ation, 
because the broade )% you ean sprec ad the I ase ot know ledge and the base 
of produc tive fac ilities through private e nterpr ise, the better chance 
you have of having that survive and turn to direct war work once vou 
embark upon war. 

Lastly, and certainly not the least, is the fact that I think once we 
get these costs identified, we are not going to find that we do it any 
more cheaply. If you make corrections for the length of time you 
keep that plant idle, standing by during, let us say, the years of unin- 
terrupted peace, and when you have that big plant in Government 
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hands just standing there, that is a carrying charge, a capital carrying 
charge under any private means of accounting. 

I am not so sure that it is going to cost you as much when you do it 
by private industry. Your individual end product figured against 
your immediate cost, I am sure figured on the basis that the Govern- 
ment costs are figured, you can show that Government will produce 
cheaper in a lot of cases, but, if you take it over a cycle, then I am not 
sure you would. 

The Cramman. I do not think the reasons, as you gave them, are 
basic, though. I do not think that big business necessarily contrib 
utes more than the general public to the success of our country in time 
of war. I think big business makes a lot of money out of all the 
people in the country, all the taxpayers, in time of war, and I think our 
records will show sometimes that big business has been most unfair 
in the selling of their products, and so forth, and their materials to the 
Government in time of war. 

Therefore, I was interested as to what extent you would carry your 
theory that we should buy from pr ivate business even though it costs 
more, 

Mr. Jonnson. I do not differentiate bet ween big and little. 

The CHarrMan. When I say business, to my mind, we want the 
material that business produces. The Government needs a certain in 
strument, it needs a certain service. Whiy should it pay more for 
that service to a private person than it can produce that thing for 
To save the taxpayers’ money, the cheaper they can get it done for. 
Why should they pay more? I couldn’t follow vour reasoning. 

Mr. Jonunson. Basically, I go back to the fact that business can 
produce it cheaper. 

The CuarrmMan. If business produces it cheaper, that is all right, 
but that wasn’t your statement. 

Mr. Jounson. I realize that. I still lean to the viewpoint that. if 
you have taxes at the level that you have them, and if you have price 
redetermination and contract renegotiation, and you come down to a 
figure where there is not an exorbitant profit, and if the costs are 
properly allocated, you will aa up by finding what was apparently 
a higher price is actually not much higher at all. 

The Cuarman. I have no objection to getting the service at the 
cheapest possible price, whether the Government produces it for itself 
or Whether it can get it better from business, private industry, whether 
it be buving from big or little business. But I was interested in your 
theory that you would pay more. Even though it costs more, you 
would suggest that we do business with private industry. 

Mr. Mraper. Could I have just a coiiple of minutes? 

Mr. Bonner. Yes. 

Mr. Mraper. First, I would like to say on the record that this state 
ment of the Army presented here this morning, in my opinion, is the 
most complete, the most clearly expressed, and the most candid re port 
on progress under this directive that we have had during this series 
of hearings. 

Mr. Curtis. I would like to join in that statement. 

The Cuamman. I would like to join, too. 

Mr. Meaper. The testimony of Mr. Pearson and Mr. Johnson has 


been very helpful to the subcommittee. For that reason, I would like 


to ask this one question. I would like to refer to pages 410 and 411 
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of our oversea hearings, which describe an episode that occurred in 
Alaska that disturbed me very much. | visited a Quartermaster depot 
there and was shown a card on their stock-control records indicating 
that they had 70,000 l-pound bars of soap. Stocks had been segre- 
gated pursuant to the take-over program of the Air Force of certain 
common-use supplies, and all of a sudden on April 12. 1951, the Air 
Force put in a requisition for PO 00 pounds of that soap to be sent to 
some particular installation. 

I raised the question of whether or not this matter of one service 
serving the other could proceed efficiently if that kind of situation 
occurred. 

The Quartermaster colonel told us be had no way of editing that 
requisition, Ile had no control] over the stock level of that requisi- 
tioning installation, and he had to be a crystal-ball gazer to keep his 
stocks at such a level that he could serve both Air Foree and Army 
requirements. 

In the meantime, in this investigation of the subcommittee, we were 
presented with the argument on the part of the Air Force that there 
must be a “responsiveness to command,” a kind of hazy phrase that 
General Eisenhower called a shibboleth. But it disturbed me that, 
where there is no command connection between a consumer and the 
depot he draws upon, you are faced with a real problem in having one 
service supply another. 

I would hke to get Mr. Pearson’s comments on that apparent 
dilemma, whether it is a basic and insoluble obstacle to this single- 
service supply that we have been talking about, or whether there ts 
something that can be done about it. 

Mr. Pearson. I was almost literally born in the mail-order business. 
I started to work in that business at 16 vears of age, and worked in 
it until I thoueht I was through working. 

We cannot control any of our myriads of customers in that business, 
all with different ideas, and with fashions changing month to month. 
The business of a merchant is to provide himself with as much data 
to guide his judgment in his inital action and to be so instantaneously 
alert to changes in the trends indicated by that data, by one means o1 
another, that he is often not more than one jump ahead of the require 
ments behind him. 

I have no sympathy with people who take the viewpoint that it is 
difficult to anticipate requirements and, therefore, it cannot be done. 
It is difficult to anticipate all merchandising requirements, because 
of the changing whims of the trade. We try to make a certainty in 
the military services out of a thing which is inherently uncertain. 

Bandit action, which resulted in the loss of provisions due to 
derailment and wrecking of a whole trainload of items, started a 
whole chain of events in back of that event to replenish the shortage 
that was created by that incident. 

Merchandising people or, as we refer to them here, logistic peo- 
ple—are not entitled to ask for long, orderly, smoothly paced per 
formance. They are in their areas what the combat people are in their 
areas, subject to the interplay of influences and forces all the time, 
and they are prestuned to be able to meet those changing conditions 
with an alacrity that lets them perform the service fot which they 
are created. 
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I do not believe in the long, slow, fat, comfortable cycle of mer- 
chandise thinking that is demonstrated by the implications of the 
thing you said here. 

Mr. Mraper. Thank you very much. 

Mr. JouNson. May I make the statement for the record, Mh 
( hairman, because vou have been kind enough to mention how well 
you thought the testimony was, that I think it is only right that I say 
that Mr. Pearson, Mr. Saltonstall, and General MeNamara and others 
worked many long hours on that: so, I would like to give credit where 
credit is due on that. 

Mr. Bonner. | want you and your staff to know that the subeom 
mittee greatly appreciates the patience and the manner in which you 
have cooperated with us. 

We thank you very much. 

Our subcommittee will stand in recess until 2 o'clock. 

(Whereupon, at 12:50 p. m., a recess was taken until 2 p.m. this 
day.) 

(Exhibits A-C follow :) 


Exuibir A 


DEPARTMENT OF THE ARMY 
OFFICE OF THE ASSISTANT SECRETARY 
Washington. D. C.. September 4, 1952 
Memorandum for the Assistant Chief of Staff G—4 
Subject: Bonner committee criticisms of Army supply practice 


1. A very high percentage of the causes of the sound and justified criticisms 


the Bonner committee levels at the Army can be removed by the prompt accom 
plishment of four objectives, all of which involve sound business practice, an 
ul of which are within the framework of existing Army regulations, Thess 


objectives are as follows 
To control procurement actions in areas of Commercial type, nol 
military items so that the Nation-wide inventory position will be reduced to 
and maintained at the composite stock levels authorized by Army Regulations 
710-25 (which is 3 months’ supply), plus other identifiable and specifically 
ituthorized mobilization or other reserves 
by) To use open-end or call tvpe contracts 


for all major procurement 
ctions in the supply area defined in (a) above, where industry practices ai 
ussurance of supply of specific items make such contracts feasible and 
economical 

(c) Effective upon the accomplishment of the inventory liquidation defined 
in subparagraph (a) above, utilize direct shipment from manufacturer t 
consuming installation of all supplies, as defined in subparagraph (a), 
above, where such action will accomplish a net economy In this sense, 
net economy is defined as meaning where the cost of transportation fron 
manufacturer to depot plus the cost of receiving, storage, and issue at depot 
plus transportation to the using unit, is greater than transportation cos 
from the manufacturer direct to the using installation. In determining the 
net economy, the cost of inspection will be considered 

(d@) Stocks of nonstandard and obsolete items in Army depots are to be 
promptly identified, segregated, recorded, and liquidated as rapidly as pos 
sible within the framework of applicable regulations, with a suitable report 

of progress rendered quarterly to the Assistant Chief of Staff G—-4. 

2. These objectives are to be implemented so as to apply to all technical 
services of the Army. This action will be initiated with a specifie list of items 
for each technical service; these lists will be expanded expeditiously as imple 
Inentation progresses, 

3. It is requested that you promptly take steps to accomplish these objectives 
effectively and expeditiously. I will appreciate being personally informed period 
ieally of the progress made toward the accomplishment of these objectives 

HARoLD PEARSON, 
Deputy Assistant Secretary of the Army (R. & M.) 
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EXHIsBIT B 
DISPOSITION ForM 


File No. G4/E 56094. 
Subject : Improvement of Army Supply Practices. 
From : G-4. 
Comment No. 1 
Date: September 9, 1952 
To: Chief of Ordnance, 
Chief of Engineers, 
Chief of Transportation, 
The Quartermaster General, 
The Surgeon General, 
Chief Signal Officer, 
Chief Chemical Officer 
1. Your ettention is invited to the enclosed copy of a memorandum from the 
Deputy Assistant Secretary of the Army (R. & M.), dated September 4, 1952, 
subject: Bonner Committee Criticism of Army Supply Practices. This memo 
randum covers Commercial type, nonmilitary items. You are hereby directed 
and authorized to implement it at once to the extent practicable 
2. Recognizing the peculiar character of the commodities handled by the several 
technical services, their variations in organization, and the different types of 
industry with which they deal, it will be necessary that each chief of a technical 
service issue a detailed implementing directive to carry out the instructions 
of the Assistant Secretary’s office and the instructions in this directive. The 
basic implementing directive of each chief of a technical service to his installa 
tions will be submitted to the Asssistant Chief of Staff G4 for approval prior 
to issue; this submission to the Assistant Chief of Staff G—+4 will be not later 
than 10 days from the date of this directive. Each basic implementing directive 
will contain a specific initial list of items, as referred to in paragraph 2 of the 
memorandum referred to in paragraph 1 above; these lists may be by specific 
items or by clearly defined categories of items 
3. In implementing paragraph 1 (a) of enclosure 1, it is the duty of each 
chief of a technical service so to control his procurement actions, considering 
lead time, that deliveries are not made to depots so as to raise the stock level 
over 3 months’ supply (or a higher level if specifically authorized by G-—4) 
Where practicable, existing contracts should have their deliveries readjusted, 
if economical to the United States, so as not to violate the 3-month supply-level 
stipulation. 
$+. With reference to paragraph 1 (0) of enclosure 1, particular attention is 
invited to the difference between the use of open-end and call-type supply con 
tracts. The open-end contract (of which General Services Administration has 
a number) is designed primarily for the quick supply locally, from dealers’ 
or manufacturers’ warehouses, of relatively small quantities. The call type of 
contract is a definite contract at a definite price for a definite quantity, with 
deliveries to be called for by specified officials named in the contract and deliveries 
to be made of relatively large quantities directly from the manufacturer to the 
user. This type of contract would therefore be applicable to servicing large 
users, including a port of embarkation in many cases. With respect to the 
legality of the eall type of contract, attention is invited to the attached copy 
of a memorandum from the Chief of the Procurement Division, Judge Advocate 
General, on this subject, dated September 5, 1952 
5. In implementing objective 1 (c) of enclosure 1, the call type of contract 
is one of the best methods of achieving this end There are, of course, other 
cases where the needs of the users are accurately known or can be closely esti 
mated, where specific contracts can call for deliveries direct from the manu 
facturer to the user. The object is to avoid the delay and expense of taking sup 
plies into a depot, storing, handling, reissuing, and retransporting them, often 
involving back hauling. In the use of call-type contracts the intelligent admin 
istration of inspection would be very essential, depending on the type of article 
being procured. One of the best methods to apply in this type of contract Is 
considered to be the Qualified Products. list (sec. 2, pt. 5, Army Procurement 
Procedures). 
6. With reference to objective 1 (d) of enclosure 1, excess stocks cannot only 
be liquidated by regular issues, supplemented by the issue of substitute or limited 
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standard itenis, but also, in a number of cases, by the use of exchange contracts 
as covered in paragraph 13-602 of Army Procurement Procedures. With respect 
to the quarterly report called for in paragraph 1 (d) of the enclosure (enclosure 
1), comments are requested as to already existing periodic reports which might be 
made the vehicle for this report rather than initiating new special reports on this 
subject 

7. The handling in Army depots of very small requisitions for the categories 
of items here being discussed can, in most cases, best be handled in the over-all 
interest of the Government—that is, most economically and most expeditiously 
by giving the appropriate technical-service supply officer at posts, camps, and 
stations a small money allotment quarterly from which to buy such items, with 
a limit on each transaction to bet set by the chief of the technical service. 
Provisions of Army Regulation 715-S should be implemented to the maximum 

S. The use of GSA regional warehouses for quick supply of small quantities 
which they have in stock is to be encouraged, as already authorized in section V 
of Army Procurement Procedures. 

9. It is further desired that arrangements be made whereby military attaches, 
recruiting stations, district procurement offices, ROTC units, ete., will be allowed 
a money allotment for local procurement within such reasonable limitations as 
each chief of a technical service may consider applicable to his type of supplies 
In this connection attention is invited to four simplified methods of effecting small 
purchases: (a) Department of the Army Form 383, (0) impressed-fund procedure, 

ce) Stancard Form 44, and (d) blanket-type purchase order. Method d is now 
being authorized by GS-4 and should be used to the maximum extent possible 
It is anticipated it will be issued about September 15, 1952. 

10. The success of the aim of this directive—namely, quick and economical 
supply—will depend on the energy and initiative of the commanders of the 
arsenals, depots, and other installation. After he has been given necessary 
delegated authority, the commander must so arrange his operations that majo 
transactions involving considerable amounts of money will be brought to the 
ittention of key officials of his installation and, in the most important instances, 
to his personal attention. 

Vechanical and routine oneration of the system arill not achieve the ends 
desired Depending on the size and mission of the operation, the commander 
must install his own system whereby important transactions are lifted out of 
the rontine for handling by an experienced and responsible official, or himself 

11. Regarding inventory- and steck-control reports, it is demonstrable that in 
ventory control by electrical accounting machines of items of small value and/or 
where the volume of transactions is small is costly and generally neither efficient 
nor economical. The same is true with respect to filling requisitions for items 
of small unit value where the interest of economy will be served best by issuing 
the nearest reasonable commercial package thereof. 

12. With respect to estimating procurement requirements and the making 
of stock-control studies, judgment must be applied to items of small value to 
get the requirements periodically by a less complicated procedure, using esti 
mates based on regional records of past issues and demands. The objective is 
to avoid making the computation of the requirement and similar bookkeeping 
more expensive than the items involved. 

W. O. REEDER 
Vajor General, General Staff, 
Deputy Assistant Chief of Staff, G—4 


Exutair C 
DEPARTMENT OF THE ARMY, 
OFFICE OF THE QUARTERMASTER GENERAL. 
Washington, D.C... October 21, 1952 
OFFICE ORDER No, 24 


Effective until October 21, 1954, unless sooner rescinded or superseded 


Subject: Improvement of Army supply practices 


1. Purpose 


The purpose of this order is to outline the basic OM objectives and nolicies 


and to implement in the area of commercial type, nonmilitary itents, disposition 
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form dated September 9, 1952, from the Assistant Chief of Staff, G-—4, subject: 
Improvement of Army Supply Practices While in some instances the QM 
policies will require a departure from existing practices, all actions under these 
policies will be accomplished by specific direction pertaining to specific supply 
actions. 

2, Objectives 


To accomplish the above purpose, the following objectives are set forth 

a. To control procurement actions in areas of commercial type, nonmilitary 
items so that the Nation-wide inventory position will be reduced to and main 
tained at the composite stock level not to exceed 90 days’ supply (or higher levels 
as specifically authorized by G—4), plus only identifiable and specifically author 
ized mobilization or other reserve stock 

b. To use open-end or call type contracts for all major procurement actions 
n the supply area deiined in subparagraph a above where industry practices 
and assurance of supply of specific items make such contracts feasible and 
economical 

c. To utilize maximum direct shipment from manufacturer to consuming instal 
lation 

d. To identify, segregate, record, and liquidate as rapidly as possible stocks of 
OXCeESS, nonstandard, and obsolete items 





e. To reduce reporting and record maintenance to a minimum consistent with 
sound business practices in the operation of a supply mission 

f. To simplify requirements Computations and procedures, using sound, short 
cut, estimating methods 

g. To minimize handling requisitions of stall unit value, specifically where 
the cost of handling the requisition is in excess of the value of the items involved. 


). Definitions 


Kor purposes of this order and to insure uniformity, the following definitions 
Will be used: 

a. Commercial type, nonmilitary items.—Those items generally used through 
out Government agencies and which are of a type commercially available either 
as “off-the-shelf” stock or on order, such as items procured through Federal 
specifications, purchase descriptions, a commercial description, and on a brand 
name basis. Items falling in this general category which have additional special 


requirements to meet military characteristics are excluded (An initial list 
of such items is included as inclosure No. 1 to this oftice order.) 
b. VWodified call contract \ contract for supplies or services which will include 


au guaranteed minimum quantity and an estimated maximum quantity to be 
delivered by a supplier as called for by Army installations within a specitied 
area during the life of the contract. Whenever the term “call” contract is used 
herein it Shall mean modified call contract 

¢. Open-end contract—A contract for supplies or services which will include 
statement of estimated quantity required and a period of contract coverage, but 
which contains no limits as to the quantity which will or may be ordered, and 
usually involves recurring orders 

d. Regional purchase Purchase of items by depots to supply the normal re 
quirements of installations or activities located within the designated area of 
distribution. 

e, Local purchase Purchase of items by an installation or activity for its own 
use, 

f. Excess position —sStocks on hand in excess of quantities authorized by the 
supply supplement for retention 

g. Temporary overstockage Stocks on hand in quantities above the composite 
90-day level, but less than the excess position 

h. Composite 90-day stock level——That quantity of stock shown in OQMG 
requirements studies to be required within respective 90-day period to meet 
world-wide requirements. 
}- Re quirements computations 

To the maximum extent possible, all requirements computation procedures will 
utilize per capita, division slice, and similar short-cut factors, as well as sound 
estimating methods coupled with the maximum utilization of electric and elec 
tronic-computing devices. Procedures for estimating procurement requirements 
will give cognizance to small-station requirements which will be supplied by 
means other than central procurement 
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5. Procurement 

a. (1) Commercial type, nonmilitary items covered by the terms of this direc- 
tive will initially be placed in two categories: 

(a) Items to be purchased centrally as directed by OQMG. 

(b) Items to be authorized for regional and/or local purchase by oversea com- 
mands, depots, and posts, camps, and stations. The determination and authoriza- 
tion for purchase of items in these two categories will be performed by the Office 
of the Quartermaster General. 

(2) For items to be purchased centrally, call contracts as outlined in the next 
paragraph, this section, will be executed to the maximum extent practicable 
Only where, due to the nature of the item or the industry involved, such contracts 
are neither feasible nor economical, will definite quantity, definite delivery sched 
ule contracts be executed. 

(3) For items not to be centrally purchased, responsibility for determining 
whether to effect regional or local purchase action will be exercised at depot level 
In exercising this responsibility, full consideration will be given to the applica 
bility of using open-end contracts. 

(4) Items authorized by OQMG for purchase in oversea commands will con 
tinue to be the responsibility of the oversea Commander. 

(5) Agencies, activities, and installations currently assigned purchase respon 
sibility in filling overseas requisitions will, wherever practicable, order against 
centrally executed call type contracts or regional open-end contracts for such 
tems. 

(6) For items for which purchase from other agencies such as the Federal 
Prison Industries, Industries for the Blind, and the supply centers or schedules 
of the Federal Supply Service, GSA, is either mandatory or optional, realistic 
consideration will be given to obtaining the item from such sources prior to 
execution of other purchase actions. (See APP, sec. V.) 

b. Call contracts indicated above will: 

(1) Be executed and administered by QM Central Purchasing Agencies. 

(2) Specify either definite quantities, or at least guaranteed minimum quanti 
ties and estimated maximum quantities by zones (generally a zone will comprise 
the area of distribution depots and port of embarkation). This feature will not 
prevent acceptance of contracts specifying an over-all guaranteed minimum for 
all zones where acceptance is in the interest of the Government. Procurement 
documents will so proy ide. 

(3) Specify that prices are on f. 0. b. destination basis with the zone (and any 
point within it from which orders are subsequently received by the contractor) 
comprising the “destination.” 

(4) Specify that the contractor effect direct shipment to users within a speci- 
fied number of days as directed by ordering installations upon receipt of a delivery 
order citing minimum call quantities. 

(5) Obligate funds at the time of award of contract in an amount necessary to 
cover the guaranteed minimum quantities. 

(6) Specify the most feasible inspection and acceptance procedure to be fol 
lowed. This determination will be accomplished by the field QM purchasing 
agency in collaboration with the QM Inspection Service. 

6. Single department and/or single service purchase assignment 

a. For items for which the Quartermaster General has been assigned purchase 
responsibility under the Munitions Board directives, the Navy and Air Force 
requirements for the item will continue to be purchased by QM central purchas 
ing offices under existing procedures until, by coordination with these Depart 
ments, agreements can be reached that use of central call type or regional open 
end contracts will fill their needs 

b. For items on which the Quartermaster General has been assigned purchase 
responsibility under the SR 700-51-100 series, requirements of other technica 
services will be met in accordance with the procedures outlined in the procure 
ment section, above. 


Inventory acquisitions 


a. Requirements will be computed, procurement directed, and distribution ae 
complished in such manner as to preclude accumulation of temporary overstocks 

excesses of items. 

b. To maintain the Nation-wide inventory position at a composite level not to 
exceed 90 days (or higher level if specifically authorized by G—4) on those items 
stocked in depots, continuing action will be taken as follows: 
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(1) To the maximum extent practicable, and after a consideration of industry 
economical production practices, initiate procurement action, and schedule and 
provide for accepting deliveries from producers at a rate which will assure that 
stocks do not exceed the 90 days’ composite level. 

(2) Reschedule existing delivery schedules to the maximum extent practicabl 
and if economical when, due to unforeseen circumstances. the receipt of such 
deliveries would result in an overstockage or excess. 

(3) Terminate existing contracts or portions thereof if such action is deter- 
mined to be economical and otherwise in the interest of the Government after 
consideration of termination costs and other pertinent factors, and if such deliv 
eries would result in overstockage or + xcesses 

(4) Review repair schedules to defer repair of items, the receipt of which 
would result in an overstockage or excess position after effecting changes in 
existing procurement. 

(5) Sereen all lists of excesses from other sources, agencies, or departments to 
insure that acceptance of items is not resorted to where it would result in an 
overstockage or excess position 

(6G) Control returns to de pot stock to preclude the development of an excess 
position, 


s disposition of temporary orerstochades 
. / / / 


In the event that unpredictable fluctuation in issue demand or other extenuating 
circumstances cause unavoidable overstockages, consideration will be given to 
reduction of inventory If the sum total of stock on hand and dues in exceeds 
requirements for the composite stock level, plus procurement lead time, plus a 
period equal to the frequency of procurement, the following actions will be taken 
in the priority indicated with respect to that portion of the assets that exceeds 
that quantity 

a. Transfer to authorized reserves, if required 

b. Sereen against requirements of other departments, agencies, and technical 
services Where the Office of the Quartermaster General 
Department procurement responsibility. 

} ] 


e. Circulate lists of items available to other technical services, agencies, or 


has single service and/or 


departments for transfer on a reimbursable basis. 

d. Utilize as exchange property in accordance with provisions of current Army 
procurement procedures 

e. Retain in accordance with the pre ions of the supply supplement, making 


necessary adjustments in budgeting and funding for future requirements 
9. Transfers to General Services Administration 


Yo minimize duplication of procurement, storage, and distribution activities 





for certain items, action will be taken to transfer these responsibilities with 
existing stocks to the General Services Administration when such transfer is in 


keeping with current fiscal policies, supply, and military needs. 
10. Disposition of excesses 


Technical service excesses will be processed in accordance with instructions 
now existing in current procedures 
11. Requisitions of small value 

a. In those instances where the requisitioner’s normal demands for depot-sup- 
plied items represent uneconomical quantities, and to the end that supply must 
be effected economically and expeditiously, requisitions for small quantities of 
items will be eliminated. When the de is the normal source of supply, requ 
sitions will not be drawn upon depots when the dollar value of all line items ou 


the requisition does not exceed $50 or where the dollar value of no one line item 
e requisitions. (Quarterly allotments of 





exceeds $25, in the case of multiple-li 
funds will be made to posts, camps, and stations through normal funding channels 
for use in purchasing items locally under the above conditions. R quisitioning 
agencies will be required to estimate needs for items sufficiently in advance so 
that frequent, repetitive local-purchase transactions will be held to a minimum. 
Depots, in coordination with continental armies, will be further authorized to 
make use of satelliting of requisitioning agencies to effect consolidation of 
requisitioning. 

b. In instances where requisitions are received for small quantities as defined 
above, depots will require a certificate, executed by the responsible officer of the 
requisitioning agency, to the effect that the items are not avai able from local 
sources. On these requisitions, depots will effect upward adjustments of quan- 


tities not to exceed a standard pack or case lot. 
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12. Direct shipments 

Direct shipments from supplier or depots to user will be effected by the requisi 
tioning agencies, depots, and central stock-control points, as applicable, in the 
following instances when timely supply can be effected : 

a. On items for which procurement contracts are executed on an open-end or 
call basis, if the items involved are not stocked in depots. 

b. On items for which procurement contracts are executed on an open-end or 
call basis, if the items are stocked in depots and if the requisitioned quantities 
of the items constitute a minimum shipping unit as specified in the contract. 

ce. On items for which procurement contracts are executed on a phased delivery, 
centrally procured basis, when the item is due in in time to meet the required 
date by the user and the quantity required approximates a transportation unit 

d. When redistribution between depots is required to balance stocks, and a 
requirement from a user equal to a transportation unit exists. 

18. Specifications 

To reduce use of military specifications for the procurement of commercial 
type, nonmilitary items, continued action will be taken to review the need of such 
specifications, and conversion to commercial or Federal specifications will be 
made when indicated. 

1}. Re ports 

a. Reports of progress in the application of this program as it pertains to 
disposition of excess, nonstandard, and obsolete items will be rendered quarterly 
to the Assistant Chief of Staff, G—4. 

b. A selective reporting procedure will be adopted to reduce the volume of 
reported data by eliminating routine reporting of insignificant transactions and 
recurring availability of commercial type, nonmilitary items. 

15. Funding 


Funding and methods of making funds available in support of authorized local 
purchases and to finance delivery orders against call or similar type contracts at 
posts, Camps, and stations under the provisions of this directive will be in accord 
ance with the provisions of existing regulations. 

By command of Major General Horkan: 

C. O. GILLY, 
Colonel, OQMC, 
Chief, Administrative Division 


AFTERNOON SESSION 


(The subcommittee reconvened at 2 p. m.) 

Mr. Bonner. The subcommittee will come to order. 

This afternoon we have as the first witness Mr. John D. Small, 
Chairman of the Munitions Board, to discuss the action taken in the 
Department of Defense, particularly the Munitions Board, to imple 
ment the OMahoney amendment, which has such an important bearing 
on supply management in the Department of Defense. 

We would also like to have Mr. Small tell of the future plans of the 
Munitions Board. 

Now, at 4 o'clock we have another witness. So, when Mr. Small 
completes his statement—I presume you have a statement to make. 
Mr. Small—then I shall divide the time among the members of the 
full subcommittee who are attending the hearing, so as to complete the 
hearing, and take up the next witness promptly at 4 o’clock or as soon 
as possible. 

You may proceed, Mr. Small. 
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STATEMENT OF JOHN D. SMALL, CHAIRMAN, MUNITIONS BOARD; 
ACCOMPANIED BY REAR ADM. M. L. RING; AND LEONARD 
NIEDERLEHNER, COUNSEL FOR THE MUNITIONS BOARD 


Mr. Smauy. Mr. Chairman, I have a prepared statement which I 
will come to in a minute. But, if you do not mind, I would like to 
preface it by several remarks. 

Mr. Bonner. Yes, sir. You may proceed. 


MUNITIONS BOARD 


Mr. Smaui. The Munitions Board, as you know, consists of a Board 
and a staff of the Board. The Board consists of the Under Secretary 
of the Air Force, who is also the procurement secretary; the Under 
Secretary of the Army, who is also the procurement secretary of the 
Army; and the Assistant Secretary of the Navy, who is the procure- 
ment secretary of the Navy. 

I have the honor, and the headaches, of being the Chairman of that 
civilian Board. That Board is concerned with the business aspects 
of the biggest business in the world, and those gentlemen to whom I 
Just referred are the ones who are intimately involved in the business 
aspects of their own departments. I believe they have been up here 
in the last couple of days testifying before your subcommittee. 


FUNCTIONS OF BOARD 


The primary and fundamental funetions of the Munitions Board 
are to make sound policies in four related and intimately connected 
and inseparable fields: First, requirements from which all things 
spring; second, procurement to supply those requirements; third, 
production under those procurement contracts; and fourth, distribu- 
tion of the products so produced. 

That is an enormously broad field. In addition to those jobs, we 
have many other jobs, not the least of which is spearheading the stock- 
pile, which is one of the most yital elements in national security, 
spearheading it in conjunction with the other agencies of the Govern- 
ment, quite aside from the military. 

I said that the four basic things with which we are concerned are 
requirements, procurement, production, and distribution. The first 
of those, requirements, is vitally important, both in the current pro- 
yram and in the all-out mobilization program. 


MOBILIZATION REQUIREMENTS 


When I was down here during the war, and since I have been down 
here this time, I have been very much concerned about all-out mobili- 
zation requirements, about what we would need in the event that “all- 
out” should come upon us. The requirements are generated within 
the military Departments based on the guidelines given them by the 
Joint Chiefs of Staff. That is, the translation of those strategic plans 
and war plans, and so on, by the Departments, which means, of course, 
by the tech services and by the tech bureaus, what they will need to 
carry out those plans. 
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The thing that has bothered me all the time about it is the fact 
that what they need to carry out an all-out war, should the bell ring, 
has been, to my knowledge, far greater than we could give them in a 
limited per iod of time, in any space of 12 months, 24 months, and so 
on. Of course, those requirements of what they need to fight a war 
with the best chance of success are conservative, or high, figures. If 
they do not have it, they have to fight with what they have, and they 

have to improvise and make do with whatever it is that they have in 
hand, or what can be produced. But the gap between the two—what 
they say they would need and what they could get—was so great 
that I got very worried about it. We had never found any way—I 
say “we’—no country had ever found a way of handling this par- 
ticular problem so that it made good common sense until this year. 


RELATIONSHIP BETWEEN JOINT CHIEFS OF STAFF AND BOARD 


We have had in the Munitions Board very close working relation- 
ships with the Joint Chiefs of Staff; that is, the joint staff that 
supports the Joint Chiefs of Staff. A number of months ago I went 
down and talked to the Joint Chiefs about this question of mobiliza- 
tion requirements and the gap between what would seem to be feasible 
in the event the bell rang, on any given calendar date, and what we 
would have in the way of matériel to meet that plan. 

I told them that we figured, within the Munitions Board—and we 
frankly admit that we do not have all wisdom on this—that starting 
from where we are now in terms of current production—the spring- 
board must be from where you are at any given point in time by way 
of production, because these weapons that we are talking about do 
not come off the shelf. You cannot go to the store and buy them. 
They have to be produced, after you order them and in terms of 
production lead time is unfortun: itely ever with us. Lead time varies, 
le ‘t us say, from 6 months for simple items up to as much as 30 months, 
or even longer in the case of the heaviest of the bombers. Lead time 

fact of life. You cannot get away from it, whether in industry 
or in government. You cannot praduce things just by waving a wand 
and saying “I want to produce this thing tomorrow.” It will not 
work. You have to go through a lot of preparatory things. 

We had figured that starting from where we now are, and also where 
we will be at any given point in time ahead, what the industrial 
capability of the country might well be expected to be, and of that 
industrial capability, how much military hard goods—and hard goods 
is the core of it—how much we might be able to anticipate that we 
could expect to get from the economy, with great austerity, much 
greater austerity than we had during World War II, what was the 
utmost hard goods that we could expect to get from the economy in 
each of the years of war, the 12 months period of a war, which might 
start in any given point in time. 

I told them what was the industrial capability of the country as 
far as we could figure it, but that I was having a check made by the 
best people and best-informed people within the Government, inelud- 
ing the industrial experts who are down here in NPA and DPA, and 
the labor people and the people over in Interior on electric power and 
on petroleum, and all of the other supporting elements which are 
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involved in this, be they raw materials or be they power, transporta- 
tion and so on. 

We threw that problem at the civilian agencies, and they studied it. 
They made three different approaches, three independent approaches, 
to try to arrive at this concept of industrial capability, and they came 
up with figures for the share of hard goods which the military 
might expect to get in the event of an all-out war, for the three suc- 

cessive years of war. ‘Those figures, to my amazement, showed that 
for once they thought the military figures were conservative. They 
thought that the e ountry could do ‘better. And yet what we had said, 
and what they now say that they think they can do, is better than we 
were ever able to do in World War II, better than the greatest rate 
of production acceleration of a balanced program than we were able 
to achieve in World War Il. You will understand that you can ac- 
celerate the rate of production of easy-to-get items far faster than you 
can the hard-to-get items. In a balanced program both must acceler- 
ate at the same speed. 

There are a great many angles involved in industrial feasibility, 
the interconnection between these various elements and various weap- 
ons, raw materials being only one, components being a considerably 
greater one. 

So, the civilian experts gave us their figures, and I personally took 
them back to the Joint Chiefs and explained the problem to them 
personally, and they accepted it as an approach to this problem of 
how to prepare for an all- out war, how to have our industrial capa- 
bility, our industrial readiness, based on the soundest possible fun- 
damental grounds. 


MAJOR WEAPONS PROGRAMS 


They undertook—and this was several months ago—to divide the 
estimated military share of the industrial hard-goods capability of 
the country into a series of major weapon programs, aircraft being 
one, ammunition being another, guns being another, and so on, and 
they undertook this task with the full realization that that was not all 
they really needed, but, if that was all they could get at any par- 
ticular point in time, if that was all they had, how they would divide 
it among the programs. And from that breakdown between programs 
we could proceed with a great many actions, and we could uncover 
the gaps; we could make it quite clear where we were lacking, and 
where we were in a relatively safe position, and where we—I am talk- 
ing about the military and the civilian agencies—had to put the extra 
effort to increase our security in a particular industrial or material 
area, 

That work has been going on, this breakdown among the programs, 
and fairly recently it was finished at the Joint Chief’s level, and only 
this morning I spent a good part of the morning talking persons ally 
with the Joint Chiefs as to the way in which they had broken it down. 

It is an excellent plan. It is a very constructive, solid, sound ap- 
proach. It is the first time in history that any country has approached 
the problem in this realistic fashion. This breakdown. by programs, 
is now being translated—and it is not an easy translation—by the 
departments into terms of weapons—of 105-millimeter ammunition, 
of skysweeper guns, of LCVT’s, and of all the weapons that make up 
the complex of our milit: ry security 
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We have asked that it be broken down by 1,000 weapons, which 
represent certainly 75 percent of our hard- goods procurement dollar, 
and more. I think it is closer to 80 percent. They are the most im- 
portant weapons, the things which we would have to have to win 
the war should it come. 

In the meantime, that pattern, by programs, by bombers, fighters, 
trainers, et cetera, or by certain classes of ships, and so on, we in the 
Munitions Board can translate and are translating into requirements 
of things, be it copper, aluminum, steel, by form and shape, or the 
high-temperature alloys, or the components, and all through these, 
fuel and power. We can translate with rough accuracy and then 
refine it as the departments come up with their translations into 
specific weapons. 

This gives us far better guidance in Government on both sides of 
the river, in the civilian agencies and in the military. On a number 
of these things where we have not been able to speak with conviction, 
we can now speak with increasing conviction. I can speak with 
rough accuracy right now. I can speak with greater accuracy, or my 
sucessor, because I shall not be here, can speak with greater accuracy 
month by month as these reports come in. We have made a tremen- 
dous step forward on requirements computations, on this require- 
ments figure, the validity of it, the accuracy of it, and the order of 
magnitude of it. 


PRODUCTION SCHEDULES 


That requirements computation, as of now, as I said, is starting to 
be translated into production schedules of the contractors who are 
now producing this or that item and how much they could produce 
in the event of “all out”; of the contractors they would plan to put 
into production, with lead time taken into account, should “all out” 
come. And, if they had to put them into production, it is immedi 
ately fairly clear what machine tools they are going to need that they 
do not have now, particularly the long-lead-time machine tools where 
it takes us 18 months to 2 years to produce them. So, we can be get- 
ting ready on the machine-tool end of it, and on the electric power that 
would have to go into the plants, and on the host of other things that 
are needed to sup port produc tion. 

‘Those production schedules are, of course, all intimately tied in 
with the current production schedules, because the production lines 
now in being, we now have some running at top speed and others run- 
ning at slower speed. As we move forward, should this be a long 
trial of endurance, which it well could be, we will find ourselves where 

have to reduce the actual production on the lines. But the lines 
are there, tooled up. 


MAINTENANCE OF PRODUCTION LINES MAJOR PROBLEM IN COLD WAR 


Now, that brings us smack up against an enormously difficult prob- 
lem, which is just ahead of us. It is with us now on some things, but 
it is just ahead of us on a lot of other things. The question is, How 
are you going to preserve those lines, assuming that we cannot keep 
them ticking over at minimum economic speed—assuming that we 
cannot afford to do that? There are some lines that we cannot. We 
know that already. We are certainly not going to pile up mountains 
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of munitions that will grow obsolete in those cases where there is a 

rapid technological change or improvement. What are we going to 
do about those? In order to come to the Congress and say to them 
with conviction, with evidence, “We are going to need thus much for 
national security in the form of this mobilization base, and it is going 
to cost us thus much to do this job,” we have been, for many months, 
embarked upon a joint study with many of the companies in the coun- 
try on an individual plant basis. We have had them in, and they all 
understand what we are driving at. They are spending their own 
money to do this study, not ours. 

We are s: ay ing, “If we have to close down this aay how mue h would 
it cost to mothball it in place and hold it ready, because that is the 
quickest way that you can get back in production? How much would 
that cost? Or how much would it cost to move the tools and the tool- 
ing over into a corner of the plant, so that you could rapidly move it 
back into position, spot them in place, and get rolling again? How 
much would it cost to move the tools out of the plant across the street, 
down the street, to some nearby location, and mothball them there 
ready for use? How much would it cost to remove the tools me the 
tooling, prepare them for storage and load them on a flat car ready 
for shipment to some central storage point?” How much woah each 
of these alternatives cost? 

We will be able to come up to the Congress with a pattern, checked 
one company against the other, a pattern of what the cost would be, 
the cost of maintaining this industrial readiness, this mobilization 
base. In my opinion, it would be tragic if at this critical juncture in 
the world’s history we should abandon this mobilization base in any 
substantial degree and dissipate it as we did at the end of World War 
II. It has cost a very great deal of money to create it, and we must 
not lose it, because I for one am very much concerned about what 
may happen, near term or relatively long term. 

I know one thing for sure, that the Soviets have told us in words of 
one syllable, repeatedly, over and over and over again—they have 
never changed—that they intend to dominate the world with com- 
munism. There has been no slightest indication that they have 
changed that fundamental, fanatic determination. The only way 
to deter aggression is to be strong and to have national security, 
industrially, ready to go to work should something hi wppe n, and in the 
meantime to be able to take care of any immediate problem that might 
come upon us. 

In solving the many problems of requirements we have made great 
strides. I refer to the v: alidity of the requirements, the real need for 
these requirements; the time phasing of them; the fo asible production 
schedules measured against those requirements; schedules translated 
into terms to see whether you can get the materials into the plants 
to produce as they set them forth on “these schedules. 

I wanted to say those few things, because the cooperation that we 
have received and I have received and my staff have received from the 
Joint Chiefs and their staff, to me, is amazing in the past year. They 
understand this problem. They are working with us realistic: ally. 
They are trying to do their utmost to get this job done so that it makes 
sense. 
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Now, getting down to the particular problem that we are here today 
to talk about is what is being done about the O’Mahoney amendment— 
what we have done, what we plan to do, and what we are doing. 

I appreciate the op suaieiae to be here with you on this. 

Mr. Bonner. The amendment and the directives issued by the 
Secretary of Defense ? 

Mr. Smatu. That is right, 

Mr. Bonner. Yes, sir. 


PROGRAM UNDER 0’MAHONEY AMENDMENT 


Mr. Smatu. The program under section 6388—I think you have 
copies of this statement—the program under section 638 is a program 
of the Secretary of Defense, although the Munitions Board has a 
major interest in this additional grant of authority to the Secretary 
of Defense. Secretary Foster has already given you a broad outline ‘ 
of the approach by the De ‘partment in the use of this new authority. 
After thorough study of the problem, and after experienc ing purely 
mechanical difficulties in commencing our activities on a sound basis, 
our presently intended program comprehends the following major 
aspects : 


GENERAL REGULATIONS BY SECRETARY OF DEFENSE 


1. At the very beginning, it has been necessary for the Secretary to 
regulate on a very general basis with a provision for detailed treat- 
ment of specific problems on a specific priority basis. ‘To avoid stop- 
ping the wheels of progress, of course it has been necessary for us to 
provide for continuing effectiveness of existing directives in the Of- 
fice of the Secretary of Defense and the military departments. 


DEPARTMENTS HAVE INTERNAL RESPONSIBILITIES 


2. We have recognized the responsibility of the military depart 
ments to do the maximum amount of work internally to conform to the 
general principles, without the necessity for detailed regulations by 
the Secretary of Defense. This approach provides us the freedom to 
avoid detail and to give attention individually to the most serious 
problems. 


SECTION 638 REGULATIONS MUST DOVETAIL WITH OTHER REGULATIONS 


We have avoided any implication that there is a distinction be- 
tween a directive issued specifically under the aut hority of section 638, 
and othe ay” dire ctive aS of the Office ot the See ‘reti ry of De fe nse. In its 
truest sense, section 638 provided additional authori ity to support pro- 
grams already under Way and to provide oreater assurance of com- 
pliance. The absence of magic words of identification we do not in- 
tend to be an excuse for noncompli: ince with orders of the Secret: ary 
of Defense. 

COMPLIANCE PROCEDURE PROVIDED 


!. We have now adopted a policy in each directive of providing : 
some compliance procedure. This approach is consistent with the 
provisions of the Munitions Board Charter, dated July 29, 1952, and 
for the first time represents the establishment, under clear and un- 
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ambiguous authority, of a practice of follow-up with reference to 
each order which is to be issued by the Chairman of the Munitions 
Board. 

Our job is to make in these four broad fields of requirements, pro- 
curement requirements, procurement, production, and distribution, 
first, sound policy, but second to see to it that that sound policy is im- 
plemented the way in which it was written. We do not want to say 
at the level of the Secretary of Defense that this is white, and by the 
time it gets down the line, it is black. That human tendency is not 
limited to the military, I will assure you. We have it in industry. 
We had in the War Production Board, I remember. 

To digress for a minute to illustrate the ae there was a preblem 
that arose early in the last war concerning the Navy, with which I was 
then serving. They had a problem, and I then went over to see one 
of the top men in the War Production Board. He had some of his 
staff in and we argued over this thing, and he decided that the answer 
was—yes, he would do it the way the Navy wanted it done, and he 
would get out a directive on it immediately. 

About » days later we received the directive, and it said “no.” He 
had said “yes,” but it turned out to be “no” by the time we got it. 
That incident caused a minor revolution in the War Production Board. 
We did not cure it, but we certainly caused a lot of change in their 
practices. But the “ I know better” boys down the line who know 
better than the fellows above them—that was a human characteristic 
then as now. 


MUNITIONS BOARD TO DEVELOP SOUND POLICY AND GET IMPLEMENTATION 


So our job on the Munitions Board is to make sound policy, and see 
that that policy is implemented as written, not in the detail that the 
military departments have to implement it, but that in putting in the 
detail they do not change the meaning. 

The third is spot checking for compliance with policy. Because 
with our limited staff, all we can possibly hope to do in this enormous 
project is to spot check, to make sure that in fact the field carries out 
what the policy originally was, and as it was transmitted to them. 

We continue to have some minor mechanical difficulties in the issu- 
ance of directives, since this program is receiving the greatest atten- 
tion from all offices of the Office of the Secretary of Defense, and each 
activity in the performance of its duties has an expression of opinion 
or a contribution to make in the case of each m: vor action which we 
may undertake. This is a manifestation of the importance which 
has been attached to a new approach to the responsibilities of the 
Secretary of Defense in this area. However, we consider section 638 
as a broad grant of authority in connection with duties which have 
been assighed to the Munitions Board for some time. We believe 
section 638 will insure the respect for Department of Defense direc- 
tives and compliance with Department of Defense directives which 
they should have. As we go forward, we can authoritatively give our 
attention to specific problems as they arise as well as the revision of 
over-all program directives as experience dictates, for effective estab- 
lishment of policy. 

Although many things can be accomplished toward the end of 
assuring an improved supply system which are not spec ifically cau 
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by our basic regulation embodied in DOD Directive 4000.8, I should 
like to refer to some of its provisions and comment on examples of 
actions we have taken and are proposing in specific areas. 

Directive 4000.8, which I am sure you have copies of, because we 
have heard from the chairman on it, sets forth some good, sound 
principles—very basic principles. It does not pretend to be a com- 
pendium of all wisdom, it does not pretend to include everything in 
the way of principles which will be embodied in it as we move forward, 
as we find gaps inthe thing. It isa good springboard, and the work of 
comparing, of checking the directives that are in existence within the 
Department of Defense, and even the directives within the office of the 
Secretary of Defense, against those broad principles, is an enormous 
job of work. However, it is a very important step forward, in my 
opinion, 


ARMED SERVICES PROCUREMENT REGULATION 


In the area of procurement, section III, paragraph A, I believe that 
the major single device for improving procedures is the Armed Serv- 
ices Procurement Regulation. I want to say that the Armed Services 
Procurement Regulation, which was originally a regulation of the 
military departments, I consider an excellent document, and one which 
for the first time represented a single basic approach to procurement 
by the military departments. As the committee knows, on March 22, 
1952, the Armed Services Procurement Regulation Conference was 
made a committee of the Munitions Board, under Munitions Board 
chairmanship, with one of our men chairman of the thing. (See hear- 
ings on Federal Supply Management (Textiles and Clothing) (ASPR 
Conference. ) ) 

The Munitions Board was given the authority to issue amendments 
to the Armed Services Procurement Regulation. As you know, under 
the Charter of the Munitions Board, dated July 29, 1952, the Chair- 
man of the Munitions Board was given the power of decision. In this 
field, therefore, we have a single officer of the Office of the Secretary 
of Defense charged with the responsibility for issuing amendment to 
the major regulation governing procurement procedures. We have 
now taken an additional step. We have provided by directive that 
the Armed Services Procurement Regulation shall be a regulation of 
the Secretary of Defense. This regulation will be reviewed section by 
section for conformity with the principles of DOD Directive 4000.8. 
Additionally, efforts will be made to broaden the scope of the basic 
procurement regulation to cover policies and procedures common to 
the departments in order (1) to assure uniformity of contracting prac- 
tices and thereby to simplify the problems of the contractor and try 
to develop for each of the departments the best solution to their prob- 
lems and (2) to see that the basic regulation without deviation be- 
comes the principal guidance to the actual contracting officer in the 
field. 


PRICE REDETERMINATION 


With respect to subsection ITI-A-4+ of DOD Directive 4000.8, deal- 
ing with close pricing, we are presently developing a detailed policy 
with reference to price redetermination provisions, particularly a ceil- 
ing on upward redetermination. In this area, I think we can illus- 
trate the problem of approach to any one of the rules or regulations 
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which is to be issued by the Office of the Secretary of Defense. For 
instance, it would have been a simple matter upon the issuance of the 
basic regulation simply to have issued an order to the departments 
saying that there shall be a ceiling on upward price redetermination. 
This would have left detailed procedure to the departments. We de- 
cided in this case, however, to take additional time to work out a pro- 
cedure with the departments which would, as far as possible, be com- 
plete in itself and require the least amount of implementation on an 
individual basis within the departments. 

The staff of the Munitions Board and the Office of the Comptroller, 
Department of Defense, are engaged in an effort, the culmination of 
which will permit— 

The use of redetermination clauses in military contracts when 
such clauses should be used. 

We are putting redetermination clauses in many contracts where 
they should not be; there is no doubt about it. We are overloading 
our audit people. We are creating an intolerable situation by putting 
it in places—a fixed price contract, for example—where it should not 
be. That is handled by renegotiation and not by redetermination. 

The use of such clauses only when they should be used, with use 
of fixed. price or cost-type contracts in negotiation when those methods 
are better adapted to the particular contracts involved. 

Full consideration of the capacity of the audit services to handle 
the audit burden resulting from the use of redetermination clauses in 
order to insure that redetermination proceedings will start at the time 
specified in the contracts. 

Handling redetermination on and after-the-fact basis, after the con- 
tract has been completed, is not proper redetermination. That is 
something else again. We need redetermination during the progress 
of the contract at the time we specify when we write the contract. 


SUPPLY-SYSTEM STUDY PROJECTS 


Under paragraph B of section IIT of the basic regulation, I believe 
our approach must be a continuation of the program under way at 
the time that section 638 was passed; namely, the supply system study 
projects, particularly medical and dental, subsistence, and automotive. 


COM MERCIAL-TYPE ACTIVITIES 


We will apply the conclusions of those studies to other commodity 
areas as appropriate. We are anxious to move ahead as rapidly as 
possible in the whole area of Government ownership of commercial 
type facilities such as warehouses, laundries, bakeries, et cetera. It is 
interesting to note in this connection that specific actions have been 
possible under the provisions of paragraph B—actions of a nature 
not previously considered within the authority or prerogatives of the 
Munitions Board. For example, we have directed the suspension of 
- anning for or expansion of facilities for the manufacture of wooden 
oxes in one case, and for wood preserving in another case, and in 
any other case that comes up wherever we can find a lack of complete 
justification for it. We will continue to act in similar cases in order 
to insure that the military services do not duplicate functions which 
can be performed for us by private enterprise just as effectively and 
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just as economically. We are not, to my mind, setting up in compe- 
tition with private enterprise. If private enterprise can do the job, 
we should give it to private enterprise to do the job, if they can do it 
and will do it economically and do the job in the way we need it done. 
I am not talking about any unusual qualities. I am talking very real- 
istically. If there is a commercial laundry that can do our laundry, 
QO. K., let us use that laundry. Let us not build a laundry to do it, 
unless commercial prices are up in the sky. 


DISTRIBUTION OF SUPPLIES 


In the field of distribution we have nearly completed studies of two 
important supply areas, medical and subsistence. We have studied 
every part of supply, from research right through to final disposal. 
Procurement is only one facet of it. I notice that some of our studies 
have to do with procurement effectiveness. Procurement is only one 
facet. There are many other facets in each one of these major fields. 
But the studies by the universities tie right into these study projects 
which take all facets and enable you to come up with a sound, sensible, 
well-thought-out course. 

We have also used the services of a number of outstanding univer- 
sities in studying the effectiveness of current procurement methods 
with respect to certain commodities. In the medical and the sub- 
sistence areas, the studies made by Syracuse University in one case 
and the University of Washington in another will be of material 
assistance to our over-all supply studies in these two areas. 


INTRA-DEPARTMENTAL PROGRESS PREREQUISITE TO INTER-DEPARTMENTAL 
SOLUTIONS 


Moreover, in connection with the July 17, 1951, memorandum and 
in connection with the principles set forth in DOD Directive 4000.8, 
we have recognized that before any comprehensive steps can be taken 
toward single distribution assignment as between military depart- 
ments, it is necessary to achieve single distribution within each mili- 
tary department as between bureaus and technical services. ‘The 
military departments have substantially completed the assignment of 
distribution responsibility to a single, but not necessarily the same, 
technical service, bureau, or command for common nontechnical sup- 
ply items. 

CONSERVATION OF MATERIALS 


With reference to paragraph III-E, in the field of materials con- 
servation the Department of Defense has made very gratifying prog- 
ress, particularly over the past several months. Very large : Savings 
of materials have been reported by all three military services, through 
redesign and specifications changes, and by encouragements to con- 
tractors to eliminate strategic and critical ‘material usages wherever 
possible in designs purchased by the military services on a perform- 
ance basis. In addition, Defense Department policy in the conserva- 
tion field has been strengthened in important ways. The basic con- 
servation policy has been rewritten; a reporting system has been for- 
malized ; and a new policy and procedure for stressing the conservation 
of vital bottleneck materials is in an advanced stage of development. 
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The future course of the conservation function is quite clearly defined : 
immediately behind the “bottleneck materials” program, priority is 
being given to two programs: one program will direct the military 
departments to adhere to a specified formula of relative scarcity or 
relative availability for determining relative availability of materials. 
The other program will establish a policy for dealing with the situa- 
tion where substitute material may cost more than the critical material 
we are trying to conserve. 

I would like to give you for the use of the staff or for the record, 
whichever you like, a number of documents on this subject of con- 
servation, which I think you will find interesting. 

Mr. Bonner. We shall be delighted to have them, Mr. Small.® 

Mr. Smart. We have made real progress on this conservation prob- 
lem, and that is particularly true in the field of the high-temperature 
alloys, which is the tightest area in our materials problem. This 
Nation, as you probably know, is rapidly becoming a have-not nation 
in terms of these particular metals, particularly. We import, on the 
over-all, taking into account all metals, about 30 percent of our metals 
in the form of ores or ingots, or whatever. Many of those metals we 
do not have any of here at home, and never have had. Of many we 
used to be an exporter, but we are no longer an exporter; we are now 
an importer. 

Some of the most important of the high-temperature alloys we im- 
port 100 percent, with all of the risks and hazards that might be there 
in event of all-out war. 

The necessity, therefore, in this period of supersonic, hypersonic 
speed that we are going into, with consequent high pressures and high 
temperatures means that we have to design uway from these extremely 
critical, extremely scarce things into things that are more abundant 
or which can be available here at home, wherever feasible. The study 
that I was telling you about that I have been engaged in with the Joint 
Chiefs ties right into that and enables us to pin-point the urgency of 
the need of finding substitutes, be they ceramic or some other material 
that we have here at home, to replace these critically short, world- 
wide short materials. 


SAVING OF 18 MILLION POUNDS OF COPPER 


An idea of the.scope of conservation achievement, its quantitative 
magnitude, and the possibilities for further savings can be obtained 
from examination of the Conservation Bulletin. Copies of this bulle- 
tin can, if desired, be made available to the subcommittee. The most 
recent issue announces Army savings of some 18,000,000 pounds of 
copper through redesign of shell casings and other items. Copper 
is one of the toughest things that we are up against, should all-out 
war strike us. There just simply is not enough copper in the world. 
You cannot sensitize copper. You have to find the ore in the ground 
and be able to get it out of the ground and into the form of usable 
metal. 

Mr. Mraper. Mr. Chairman, may I ask a question about that figure 
of 18,000,000 pounds of copper ? 


* Placed in subcommittee files. 
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Mr. Bonner. I would like to get Mr. Small’s main statement com- 
pleted as soon as possible because I want you gentlemen to ask such 
questions as you will, and now we have only one more hour. So I 
want to go through this main statement as ‘rapidly as possible and 
then these enlargements will come with questions, I expect. 

Mr. Smauu. I will speed it up, Mr. Chairman. 

Mr. Bonner. Yes, sir. 

Mr. Smauu. Most of the artillery ammunition has been or is being 
shifted over to steel. We have run into some mechanical difficulties, 
forming difficulties with steel. But therein is our hope of having 
enough copper. Should all-out war come upon us, we will be able to get 
over to steel. We will be able to get over these problems. In the 
M-—47 tank program alone the use of lean alloy steels is expected to 
reduce nickel consumption in the current quarter by 1,150,000 pounds, 
and in the M-41 tank program by an additional 300,000 pounds. Com- 
parable savings are reported by the Navy and Air Force. <A very 
important change in metal for ship construction reduces nickel con- 
tent from 30 percent to 10 percent, and jet-engine bucket-casting tech- 
niques promise great savings through reduction of scrap losses. The 
amount of metal you put into one ‘blade and have to throw into the 
scrap heap is frequently that 40 percent or 50 percent goes into the 
scrap heap. We get it back ultimately. But this new casting tech- 
nique will reduce that scrap substantially. 


BALANCED USE OF MATERIALS 


The objective of the materials-conservation program is to achieve : 
balanced use of all materials for defense. That means achievement 
of a pattern of military equipment having such designs and specifica- 
tions as can be produced in the needed quantities in time of all-out war. 

To accomplish this objective, the first step has been to call upon the 
military services for a general conservation program, a general pro- 
gram aimed at net conservation of all strategic and critical materials. 
The second measure, now being systematically pursued, is the pin 
pointing of special materials problems, and the stressing of the need 
for progress in solving them. Particular attention in this spot mate- 
rials conservation program is currently being given to cobalt, colum- 
bium, molybdenum, nickel, and tungsten, the high- -temperature alloys 
that I mentioned. The end items consuming major quantities of these 
five metals are being studied and research is ‘being pressed to find ways 
to reduce requirements for them in connection with our production of 
tank and ship armor plate, jet engines, gun barrels and liners, armor- 
piercing projectiles, and a number of other items. Only by dealing in 
specific terms in this way can we be sure—absolutely sure—of our 
facts. It constitutes a new approach to conservation. That is the 
advance scheduling of technical improvement. If we succeed in it, 
we will have taken a very important step forward in improving our 
technique of materials conservation. 

Another important aspect of the conservation program, which has 
resulted in many operational economies, is in the field of cost- 
consciousness. 

Concerted efforts have been made to realize the maximum of national 
security for each defense dollar appropriated. Personnel at all eche- 
lons in the Department of Defense, from the command level to the 
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operating forces, have been alerted to the role each individual must 
fulfill in this “all hands” effort. The program is communicated to the 
individual through media which include, among others, posters, maga- 
zines, and the placing of cost data in a conspicuous location on such 
iiems as jeeps and busses so that everyone will experience a greater 
sense of responsibility for items committed to his trust. 

In recognition of your interest in that program, I will leave with you 
a few ex: imples, submitted by each of the three military departments, 
of our activity in this vital area. Some of those you will find tre- 
mendously interesting. You will find commanding officers at posts, 
camps, and stations issuing detailed instructions to all of their people 
about what they are to do about lamplights, and how they are to check 
on the hours that the lamps are lighted, and the list of minutia, trying 
to create this feeling of cost-consciousness down through the lowest 
echelon in the service. I will assure that, from where I sit, they are 
making a very sincere effort. And it is getting down to the lower level. 


UTILIZATION AND DISPOSAL 


Under paragraph F, “Utilization and disposal,” our experience has 
brought us face to face with two basic problems. In any military 
buildup, a premium is placed upon warehousing and storage space. 
This emphasizes the necessity for maintaining the inventories of our 
stocks at the lowest practicable level. Further, with the previous 
emphasis upon maximum utilization of Government property, we have 
experienced the undesirable results of overscreening and cross hauling 
of material. For example, $50 worth of common material in Maine 
can probably be more economically disposed of in Maine rather than 
hating it shipped to fill a need in California. A purchase from an 
outside source in California on small items is more economical than 
just the payment of freight from Maine. Accordingly, we are now 
working out with the General Services Administration a program of 
screening and redistribution within regional areas, and within specific 
price limitations. In other words, within a relatively low limit they 
can screen in the region, so that if it can be utilized in other Govern- 
ment departments, the others who are permitted under the law to do 
it are within the area, they take it, and if not it is disposed of. If it 
is above that price limitation or is important because it is critical 
material, or for one reason or another, it is sent up for central screening. 
Here is a copy of the plan approved by the Munitions Board and 
generally concurred in by the General Services Administration. I 
am leaving this plan with you. 


PRODUCTION 


Under section H, “Production,” I should point out that many of 
the principles prescribed are already implemented by existing De- 
partment of Defense directives and these directives are being com- 
plied with, and are reflected in established departmental procedures. 
To cite two examples, the obligation of industrial mobilization funds 
is already covered by specific statute; and a program for relative 
urgencies is already in effect under Munitions Board control. 

Perh: aps a major change in concept under this paragarph H is the 
injunction to the military departments that requirements programs 
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must be developed on the basis of relative availabilities of facilities, 
materials, matériel, money, and manpower. There are three wheels 
to this tricycle of production: men, money, and matériel, including 
components. Heretofore, it has always been the practice to develop 
requirements on the basis of strategic guidance and to test these pro- 
erams for feasibility. There is no doubt that trial and error in the 
sense of feasibility tests will continue to be a part of our program. 
However, recent experiences demonstrated that requirements for ma- 
terials and end products have been so far in excess of the capability 
to produce that the feasibility test demonstrated on extremely unreal- 
istie demand. Paragraph H-2 of DOD Directive 4000.8 was issued 
for the purpose of providing the Department of Defense with a mo- 
bilization production program that should be within the range of 
feasibility so that the necessary steps could be taken to do production 
planning with industry, to provide a sound basis on which to obtain 
machine tools and production equipment that is not now available 
and to take the necessary steps to eliminate other foreseeable 
production bottlenecks. Past experience had shown us that the mobil- 
ization requirements which have been developed in the past have 
always proved to be in excess of the quantities that would be indus- 
trially feasible to produce within the time limit required. Therefore, 
we have taken a new approach to provide a sound mobilization pro- 
duction program which would be within the realm of feasibility and 
which would give us the proper guidance upon which to base our deci- 
sions in production planning for mobilization. 

I have gone over this part earlier. 

I have here a directive on mobilization planning and what the 
departments are to do, and I call your attention, Mr. Chairman, to the 
fact that a part of this, of necessity, is classified. What I have said 
here today about mobilization planning is not classified, but what 
the items are in this list, some of the figures in here that are included, 
are classified, and we ask your indulgence not to publish this document 
as written. 

Mr. Bonner. It will be all right for us to have it for the information 
of the committee? * 

Mr. Smati. Yes, of course. That is the reason I brought it along. 
But it is classified for reasons that are perfectly obvious, those sections 
of it that Iam talking about. 

In the area of current production scheduling, our efforts have 
largely been expended in reviewing and redefining existing directives. 
For the past year and a half, we have required the departments to 
submit to us for approval, proposed production schedules for about 
750 major items, representing about 75 percent of the military hard- 
goods procurement, These schedules have been supported by sched- 
ules of matérie] requirements and include the fiscal data essential 
for relating budget estimates and appropriations to production sched- 
ules. The staff of the Comptroller and the Munitions Board have 
jointly reviewed the schedules to assure the meeting of phased require- 
ments, that undue peaking of production is avoided, and that the 
production program is orderly and realistic. Upon completion of 
such review, the schedules have been approved by the Comptroller 
and the Munitions Board, 


7 Placed in subcommittee files 
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During the course of our operations, a number of directives and im- 
plementing instructions have been promulgated both at the OSD level 
and by the departments. There is now in publication one directive 
relating to the current production scheduling process which will result 
in the cancellation of seven DOD directives and in that instance as 
many as 25 directives within the departments. I said it was in publi- 
cation. It came off the press today. A part of it is classified for the 
same reason that I told you on the other. But you have a copy of 
it here for your information. 

This process of simplification is being accomplished through cooper- 
ation of the Munitions Board and the Comptroller and the three mili- 
tary departments. 


REQUIREMENTS REVIEW 


One point of great interest to the Munitions Board has been covered 
by Secretary Foster. In the area of requirements review, paragraph 
J provides for the establishment in each Department at the secretarial 
level of an agency charged with responsibility of audit and review of 
requirements for matériel, materials, and facilities. This includes 
responsibility for monitoring the development. of systems and methods 
of computation. The Secretary has issued a separate directive to each 
of the Departments directing that this action be implemented imme- 
diately. I think he probably gave you a copy of that directive. 

This directive outlines, in detail, the organization and functions of 
these new offices. Such detailed instruction is deemed advisable in 
this area as requirements must be computed, reviewed, and organized 
on comparable bases if proper evaluation is to be made of relative 
urgency and importance. These offices will report direct to the Secre- 
tary, but they are charged with making available to all personnel hav- 
Ing command or management responsibilities the data and experience 
which they accumulate. Thus, constructive action can be taken on a 
continuing basis without requiring direct instructions from the De- 
partment Secretary, and without awaiting direct instructions. These 
rew organizations are to be of minimum size with maximum emphasis 
on the quality of personnel employed. They will have access to all 
echelons and phases of the Department, and will assure that various 
programs are in balance and properly phased and that stated require- 
ments are valid and reasonable. 

In my own shop, in the Munitions Board, our requirements section 
will work directly with these people and those in the echelons of the 
Department testing them for validity, testing them for accuracy, and 
testing them for feasibility. 

I have here a number of other regulations which have already been 
issued, and there are more coming out day by day, as we move forward. 
There are a great many other activities which do not need directives, of 
which I can go over a list with you. We can give you a list if you 
want. But there are literally scores and hundreds of actions imple- 
menting directive 4000.8 which do not need the issuance of a directive, 
as for example, this cooperative effort that I mentioned that I have 
been in with the Joint Chiefs of Staff, without waiting for any diree- 
tive, and that kind of thing. We got it through strict cooperation. 

_ In this brief statement, I have attempted to cover those major areas 
in which I think significant action has been taken within the area cov- 
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ered by section 638. There is, of course, much detail reflected in the 
programing of work which the Munitions Board staff has before it, and 
which in turn, will be reflected in the reports by means of which the 
Secretary of Defense intends to keep a close check upon progress in 
the field covered by the basic directive, 4000.8 In concluding my state- 
ment, however, I wish to reemphasize the fact that the passage of sec- 
tion 638 is a new grant of authority, but it is not a basis for under- 
taking from the begining a program of improvement in supply man- 
agement since that was our duty before section 638 came into being, 
and since it is one upon which we have been working for quite a per iod 
of time. Certainly it removes technical objections to the operation of 
the Secretary of Defense and his officers in this area. 


CONFLICT IN NATIONAL SECURITY ACT ON “CENTRAL CONTROL” VERSUS 
“SEPARATE ADMINISTRATION” 


Particularly, as Secretary Lovett pointed out in this statement 
on June 24, 1952,5 one of the principal problems was the apparent con- 
flict in the National Security Act between the right of the Secretary 
of Defense to exercise direction, authority, and control on the one 
hand, as related to the provision of the statute requiring separate 
administration of the Departments on the other hand. This new and 
additional grant of authority removes any cause for argument in con- 
nection with regulations of the Secretary of Defense and assures more 
effective compliance with orders emanating from the Office of the 
Secretary of Defense. 

I have referred to mechanical difficulties—these, perhaps, I should 
refer to more accurately as organizational difficulties—these will con- 
tinue as the Office of the Secretary of Defense grows in size and 
achievement ; however, the important thing, I believe, is that we are 
really making progress, and are beginning to cook with gas. 


SUMMATION OF WORK OF SUBCOMMITTEE 


Mr. Bonner. Mr. Chairman, thank you very much for your state- 
ment. 

The purpose of these hearings has been to sum up the work and 
activity of this committee over the past 2 years or more; and, since 
the time of your first appearance here, we thought the Chairman of 
the Munitions Board needed more authority. We so expressed our- 
selves, but others thought the Chairman didn’t need more authority. 

In closing the affairs of this subcommittee, I am trying to sum up 
its accomplishments, whether or not it has served a useful purpose, 
whether or not the time of the members has brought forth fruit. 

Do I make myself clear? 

Mr. SMALL. Yes, sir. 


AUTHORITY OF CHAIRMAN OF MUNITIONS BOARD 


Mr. Bonner. Since we got acquainted sometime ago, we thought 
you were in a handicapped position. I would like to use my time as 
a member of the subcommittee—there will be about 10 minutes 


8 See hearings on Federal Supply Management (Air Force Supply—Munitions Board), 
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apiece—and have you tell us now what you think as to whether we 
have accomplished anything. If we have, what have we accomplished ? 
Have we helped you any, have we helped the Munitions Board any? 
Just a little short statement. 

Mr. Smatn. There is no question about it, Mr. Chairman, this 
committee has done a very valuable piece of work, in my opinion. 
You have done it in a number of different ways. 

On the question of the authority of the Chairman of the Munitions 
Board, I told you a year ago that I thought we had that authority in 
the Secretary of Defense. 

Mr. Bonner. But you couldn’t get it down to the Board yourself. 


POWER OF DECISION NOT IN CHAIRMAN 


Mr. Smauu. I couldn’t get it down to the Board myself. We had 
this structure of a Board with the power of decision not in the 
Chairman. 

Mr. Bonner. And there was dissension in the Board. When they 
met, they would go back and nothing was accomplished at the Board 
meetings, to a certain extent. 

Mr. Smatu. Call it delay. 

Mr. Bonner. E verybody was looking to do as they had been doing 
in the past. You didn’t have the authority to decide an issue. 


MEMBERS WERE DEPARTMENTAL PROTAGONISTS 


Mr. Satu. That is right. They had—and quite humanly—to be 
protagonists for their own departments, and for whatever their 
departmental people and they in turn sincerely thought was the right 
thing to do. There are always differences of opinion. The result is 
time-consuming argument, trying to reach a compromise, and fre- 
quently resolving things less firmly than you could resolve them if 
you had a club to swing. 

You do not have to swing the club every minute, but if you have it 
in your hip pocket ready to swing, you can get the sound, sensible 
answer quicker. 

Mr. Bonner. So you and your successor, you think now are in a 
better position to render a real service to this country than you were 
when we first met ¢ 

Mr. Smauu. Yes,sir. (See Lovett’s letter, p. 548.) 


ACTION ON ALAMEDA MEDICAL TEST 


Mr. Bonner. Mr. Secretary, we are very much interested in what 
is done in specific cases, Has the Board taken any action on the 
Alameda test ? 

Mr. Smatu. The Alameda test—that was a test——— 

Mr. Bonner. We know about it. 

Mr. Smauu. For distribution efficiency in one local area. It was 
not a test of the whole medical and dental supply picture, which 
includes distribution, et cetera. 

Mr. Bonner. It included distribution. 

Mr. Swati. That is distribution on the Alameda test. 

Mr. Bonner. Yes, sir. 
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Mr. Smauu. But the medic al and dental supply picture includes 
procurement among the other facets, distribution being only one facet. 

Mr. Bonner. The Alameda test. was something by itself to apply 
to the whole subject of procurement, storage and distribution by one 
service. We viewed it at Alameda, when we were there. I do not 
want to get into a discussion of it. 

Mr. Smauu. I do not want to get into too much detail, and that is 
why I asked Admiral Ring to be here and tell you specifically about 
the medical and dental supply study projects, including the Alameda 
test on medical and dental distribution. 


BOARD HAS NOT ACTED ON “TEST” 


Mr. Bonner. As Chairman of the Board, has any action been taken 
on the test 4 

Mr. Smaui. Obviously not, Mr. Chairman, because it is only one 
facet of the whole problem, the whole problem of medical and dental 
supply requirements, procurement, production and distribution. 

Mr. Bonner. We have been told that the test has proven successful 
and satisfactory, but its full application is to be allocated, among the 
three services, and the Air Corps may be brought into it as one of the 
managers of a certain area. 

Mr. Horrman. Allocated and alternated. 

Mr. Curtis. Parceled. 

Mr. Bonner. Yes. 

Mr. Smauu. Since the result of the medical supply study and the 
recommendations resulting therefrom have not been given by us to 
anybody, I do not know how anybody is crystal-balling as to what 
recommendations are going to come up. 


TEST A GREAT SUCCESS 


Admiral Ring. The Alameda test was a great success, in my opinion. 
No conclusion have been reached by the Munitions Board as to the 
application of the Alameda distribution test to the whole medical and 
dental supply system. 

Mr. Bonner. Then we had better let the matter rest. 

Admiral Ringe. 1 would so suggest. 

Mr. Bonner. Because we will get into a lot of renee. and there 
has already been a lot of discussion as to whether or not it is wise to 
give the Army supervision on the Pacific coast nd the Navy super- 
vision on the North Atlantic coast, and the Air Force supervision 
somewhere else. So we had better leave that. 


MUNITIONS BOARD TO DECIDE QUICKLY ON TEST 


Admiral Rinc. Just one further thought, because so many con- 
flicting stories have reached you and your committee as to what is 
to be done, your decision to let it rest is a wise one. 

Mr. Smauy. We will come up with the answer very quickly, probably 
before I leave, and that isn’t going to be very long. 

Mr. Bonner. I hope you will come up with a decision in accord- 
ance with the directive of Secretary Lovett, as this subcommittee 
interprets it. 
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JOINT CHIEFS OF STAFF AND MUNITIONS BOARD 


Does the Security Act set out the proper relationship between the 
Joint Chiefs of Staff and the Munitions Board ¢ 

Mr. Smauu. I think the Secretary testified on that, didn’t he, and 
told you—— 

Mr. Bonner. [am just asking your opinion about it. 


CLARITY NOT COMPLETE IN SOME AREAS 


Mr. Smaui. There are some areas where clarity is far from complete. 
We are now really talking about consumer logistics versus producer 
logistics, and where do those two areas come together—where does 
logistics staff authority stop—and military command take over. 


COOPERATION GOOD PAST YEAR 


I must sav that 1 think with the cooperation that I am receiving 
and have been receiving for the past year from the Joint Chiefs of 
Staff, the cooperation is very good. In spite of lack of clarity, if 
you like, they have been realistic, and we are approaching it from a 
make- do, can-do conce pt. 


MOBILIZATION PLANS BETTER THAN IN WORLD WAR II 


Mr. Bonner. I take it that your performance can be no better than 
the plans to be implemented. Do you think the relationship with the 
civil mobilization can be materially improved 

Mr. Sma. I am very sincere about this, having been on both 
sides- 

Mr. Bonner. Civilian Mobilization. 

Mr. Smauyu. [ know. Having been on both sides previously, on the 
defense mobilization, the civilian side and the military side. 

Mr. Bonner. I know you have. 

Mr. Smauu. I think the relationship is far better than we had 
during World War Il. As far as I know, it is very good. I think 
Mr. Fowler, if you ask him the question, would probably give you 
the same answer—that it is very good. 


INVENTORY OF MACHINE TOOLS 


Mr. Bonner. How good is the current inventory of all Government 
owned machine tools ? 

Mr. SMauu. I am not sure I understand that one. We have put a 
lot of machine tools into Government installations and into pro- 
ducers’ plants. 

Mr. Bonner. That is what I mean, under direct control and out 
on loan, and so forth. How good is the inventory? When D-day 
came, the proper time came, could you look at a picture and see what 
you have and where it is? 

Mr. Smauu. We know where all the tools are. 

Mr. Bonner. How good is the inventory showing the picture ? 
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Mr. Smatu. We know where they are. The mobilization base ma- 
chine tools, Mr. Chairman, are not yet complete. We need more, 
particularly of the long-lead-time tools. 

Mr. Bonner. I will pass along to Mr. Curtis. 


CONCLUSIONS ON ALAMEDA TEST TO BE FURNISHED SUBCOM MITTEE 


Mr. Curtis. Mr. Small, I am afraid I want to come back to this 
Alameda test again in spite of the previous remarks. 

I hope you will give the subcommittee your conclusions, or rather 
any decisions that are made, as soon as they the made, so our staff can 
study them. 

Mr. Smaun. Yes, sir, we will. 


PETROLEUM INSPECTION 


Mr. Curtis. The second thing is this: Taking the filed of petroleum 
inspection, where there was again this situation of the dispute and 
which ended up in what we call parceling, I have been supplied that 
term in the hearings here, instead of having a single department re- 
sponsibility, as Secretary Lovett suggested, that was what they were 
going to mi ake the study for, to determine the feasibility of it, and 
they ended up by parceling. In other words, there is to be geographi- 
cal parceling. The Navy has the responsibility here, and they will do 
the work for the Air Force and the Army. That is what we have 
heard is going to be the result on medical supplies, that it is going to 
be parceled. 

In the light of your statement on page 5, the bottom paragraph: 

Moreover, in connection with the July 17, 1951, memorandum and in connection 
with the principles set forth in DOD directive 4000.8, we have recognized that 
befi.re any comprehensive steps can be taken toward single distribution assign- 
ment, as between military departments, it is necessary to achieve single distri- 
bution within each military department as between bureaus and _ technical 
Services, 

Very frankly, I am alarmed at that statement because that would 
mean that you think that before there could be any single distribution 
assignment, you have to get all these other things within the particular 
departments buttoned up. Am I wrong in that interpretation 

Mr. Smatu. Yes, sir. 

Mr. Curtis. Would you clarify it for me, for my benefit ? 

Mr. Smauu. I want to say that the departments have substantially 
completed the assignment to one technical service or bureau, but that 
is a preliminary step. 

In the ease of petroleum inspection, I am very familiar with that. 
I got into it in great detail. 

Mr. Curtis. You are using it only as an example? 

Mr. Sma. Yes, sir. There is no magic in saying a single outfit 
does this, that, or the other thing, and because one outfit only does it 
everything is necessarily fine. 

If it is economical and more efficient, fine. If not—no. 

Mr. Curtis. That is what we are talking about, sure. 

Mr. Smauyi. Each one of them must be looked at on a case-by-case 
basis, and if one of them is excellent it doesn’t necessarily mean that 
it applies across the board. In the case of petroleum, we did have in 





: 





FEDERAL SUPPLY MANAGEMENT 297 


existence, of necessity, and it has been in existence for many years, 
Army, Navy, and in recent years, Air Force, inspectors scattered in 
various locations in the country. We had Navy petroleum inspectors 
for the various forms of Navy fuel, and similarly in the Army and the 
Air Force with their laboratories, both for the testing of petroleum 
products, as they were produced, and for the petroleum products as 
they were in storage or being shipped after being stored, because you 
have to make sure that the AVGAS, for example- 

Mr. Curtis. Mr. Small, I appreciate that. I do not want to get 
into the details of that. I am after a general prine iple, and that is 
what you say you are devoted to. Secretary Lovett’s directive of July 
17, 1951, indicated his indication that he believed that single depart- 
ment responsibility looked like it was going to be a good idea, and he 
wanted to give priority attention to the study of its feasibility. 

Now we end up in one of these fields, like the field of inspection, and 
possibly medical supplies, with something that isn’t single department 
responsibility but parceling. 

What my question is is this: Surely each case will have to be 
decided, but is the general policy going to proceed along parceling, 
or is it going to try to follow along this idea of single ‘department 
responsibility? That is the question that I think concerns the Muni- 
tions Board rather than the details of each case. 

Mr. Smarz. Mr. Curtis, I go back to what I said. I work with this 
every day. 

Mr. Curtis. You have a general theory yourself ? 

Mr. Smautu. There is no one magic word that works for every 
case. 

Mr. Curtis. So there is no policy. 

Mr. Sma. Yes, there is a policy; of trying to do it the best way 
you can. There is single procurement of petroleum products. 

Mr. Curtis. That is correct. 

Mr. Smaun. All right. Then you go from procurement—— 

Mr. Curtis. To distribution or inspection. 

Mr. Smauu. Into production, inspection, and distribution. We 
have handled petroleum inspection so that there is no cross hauling 
of inspectors, so that every inspector of whatever department will 
inspect for the other departments, and they will accept it. We have 
reduced the personnel in the inspection field, and we have made 
economies there, and I believe taking into account all of the many 
factors involved in that field, a sound decision was reached. 

It is probably not the same decision we would have reached in 
the case of subsistence or in the case of medical and dental supplies. 

Mr. Curtis. But it is parceling on a geographical basis, and it 
seems to me that is a procedure that you could well have policy on. 
However, that, of course, in your decision. 





COM MERCIAL-TYPE ACTIVITIES 


In regard to the commercial-type and industrial-type endeavors 
that the Army, Navy, and Air Force have been in, the thing that is 
the gist of it, of course, is the cost accounting, because you are trying 
to determine whether a milit: ary operation does it more economics ally 
than having it done by private enterprise. We have just had testi- 








298 FEDERAL SUPPLY MANAGEMENT 


mony by Under Secretary of the Army Johnson, where he makes 
the statement, “nor have we made suitable progress in the employ- 
ment of sound cost-accounting methods to assist in the formulation of 
decisions in these matters.” 

The Navy testified that they didn’t even think it was necessary 
to change their program because they were satisfied and had been 
doing all right over the period of years on this matter of determining 
whether they could do something more economically than private 
enterprise, 

The Air Force said they had not formulated any real cost-account- 
ing methods to determine the cost of these things. What position 
is the Munitions Board taking on this thing of getting some cost- 
accounting system established so we can tell whether the military 
should be doing these things or whether it would be better to have 
commercial operation taking care of them. 


FAVOR REVOLVING FUNDS 


Mr. Sma. We are a hundred percent in favor of revolving funds 
which put you on an industrial basis where you have to show, and 
can show, that you are doing better than outside or else you don’t 
do it. 

Mr. Curtis. That won't tell you about your production costs. 

Mr. SMaAuu. Sure it will. 

Mr. Curtis. In what way? I don’t understand. 

Mr. Smauu. You operate an industrial facility, be it a machine shop 
or anything else, on the same basis as you operate a private business. 

Mr. Curtis. You are going to overhaul automobiles. How are you 
going to tell whether it is cheaper to have the Navy set up an estab- 
lishment to overhaul commercial-type vehicles or have a commercial 
enterprise do it 

Mr. Smauyi. The policy there is—and using that as a typical ex 
ample—where there are available commercial facilities for over- 
hauling commercial vehicles, we do not have to go through a lot 
of complicated business to try to determine by cost accounting whether 
we should use them. Use the commercial is the policy, and do not 
set up the other one unless local commercial costs are too high. 

Mr. Curtis. They have been doing it. That is an example. The 
only way you are going to get anywhere is to have cost-accounting 
inethods. 

Mr. Johnson recognized that. 

Mr. Smaui. On the commercial-type ones we have in existence ? 

Mr. Curtis. Secretary Lovett assured us in answer to my specific 
question last time that the military would not go into new fields unless 
they got special permission to do it, and it would be a question whether 
or not it would be more economical, and, also, they would review 
those that are already in. You cannot do anything about it unless 
you have sound cost-accounting methods in your organizations to 
test that, because you cannot tell. 

Tam asking whether the Munitions Board is concerned about getting 
some cost-accounting methods established in the three departments. 

Mr. Smatu. We are not only concerned about. it, but we and the 
Comptroller together are working to try to get it put in on these 
various installations. 
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Mr. Curtis. That is my question. What is specifically bemg done 
in the way of—do you have someone assigned to that? 

Admiral Rine. May I try to answer that? 

Mr. Curtis. Yes. 

Admiral Rine. The chairman mentioned the revolving fund. He 
meant to say the revolving industrial fund type of operation. It is 
the same general principle, but—— 

Mr. Curtis. How would that apply to coffee roasting, or how would 
it apply to determining whether wood preserving, w hich was the thing 
I] brought to the attention of the Secretary of Defense, or any of these 
other commercial-type operations are economical ? 

Mr. Smatu. When we stopped 

Mr. Curtis. How will the revolving stock fund stop that ? 

Mr. SMaAuu. Revolving industrial fund. 

Mr. Curtis. How will that do it? 

Admiral Rine. Because when you set up your industrial fund, you 
know clearly and precisely what it costs to turn out the product. 

Mr. Curtis. Mr. Johnson said that he doesn’t have any sound ac- 

counting methods to determine it. The ones we examined in the field 
clearly indicated, in fact, it was so primitive, their conceptions of 
cost accounting, that you couldn’t discuss the subject with them. 

Admiral Rrxe. I can furnish to the committee the Department of 
Army’s plans. It comes under the comptroller. What the Army has 
done to date in the industrial front operation, what it plans to do in 
the balance of the fiscal year 1953 and what it is planning to do in 
1954 under both the stock fund and industrial front operation can be 
supplied to you. 

Mr. Curtis. You can supply that to the subcommittee? 

Admiral Rivne. Yes, sir. 

(The material referred to is in the subcommittee files. ) 

That is a function of the controller of the Department of the Army 
rather than of the Procurement Secretary. 

Mr. Curtis. Surely Secretary Johnson would be aware of that, 
wouldn’t he? 

Mr. Smauu. I think what he probably may have added—I haven't 
read Mr. Johnson’s testimony—was that they have not gotten far 
enough ahead into this. They haven’t made as much progress in it 
as they should have, as he wanted them to make. 

Mr. Curtis. Here is the full statement: 





There has been very little progress in the equivalent use of private motor 
repair shops, bakeries and laundries; nor have we made suitable progress in the 
employment of sound cost-accounting methods to assist in the formulation of 
decisions in these matters. 

Frankly, I was impressed with his testimony for its very frankness. 
Mr. Smacz. In the Navy, for example, I know of my own knowl- 
edge—and we can supply it to you, too—they have set up their in- 
dustry funds which puts them on an industri: al basis in a number of 

instances, and the thing is working well. 

Mr. Curtis. We ran through the coffee roasting thing and that is 
not a good indication, if that is what the Navy has been doing. We 
tried to get the figures in Brooklyn. They said they had them, but 
we found out later that from that time they tried to collect them. 
When we went to Oakland we found out the officer who had charge 
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of it was a young accountant, a lieutenant who said they had no prior 
figures and they had never done it. That is double talk. 

Mr. Smax. Let’s give you a list of the ones they can point to. 

Mr. Curtis. I would like to see a few of these sheets to find out 
what the system is. I cannot believe that some of the things the 
military are in are justifiable. 

That is all. 

Mr. Bonner. Mr. Hoffman ? 

Mr. Horrman. No questions. 

Mr. Bonner. Mr. Meader # 


CONSERVATION OF COPPER 


Mr. Meaper. First IT want to clear up just a slight discrepancy, an 
apparent discrepancy. On page 6 of your testimony at the bottom, 
the last paragraph, you say, talking about conservation : 

The most recent issue announces Army savings of some 18 million pounds o* 
copper through redesign of shell casings and other items. 

On page 8 of the statement by Secretary Johnson this morning, 
discussing the same subject, he says, “Army progress toward con- 
servation of strategic and critical materials may be measured by the 
following estimates of the total savings of some important materials 
by measures adopted during the first and second quarters of fiscal 
year 1953.” Then he mentioned copper at 3 million pounds. 

The difference of 15 million pounds is quite a little bit, and I won- 
dered what additional information you had that Mr. Johnson didn’t 
have which could account for that discrepancy. 

Mr. Smautu. I think you will find the figure of 18,000,000 pounds in 
the Army conservation report covers fiscal year 1952 whereas the 

3,000,000 pounds shows how much they have saved in two current 
quarters this fiscal year. It is a question of fact. We get it from the 
conservation bulletin ‘and we can clear up the discrepancy y if any. 

Mr. Mraver. He didn’t even mention the shells. He talks about 
saving 1,260,000 pounds of copper by substituting leaded carbine steel 
for brass in fuze components. 

Mr. Smauu. That is part ammunition, not the casings, but part of 
ammunition. 

I can assure you the figure of 18 million pounds of copper is a 
minor segment of the total savings in copper that is going to be made 
as the months roll by on artillery ammunition. This is a very, very 
low figure so far. We are just getting into artillery production with 
steel casings, and it is a very substantial element. 

Mr. Meaper. Could you see if there could be a reconciliation of these 
two statements because there is such a wide difference. 

(The letter requested follows :) 

MUNITIONS Boar, 
Washington 25, D. C., December 15, 1952. 
Hon. Hersert C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 


Committee on Government Operations, 
House of Representatives. 

Dear Mr. BoNNER: Upon the occasion of my recent appearance before your 
committee, Congressman Meader requested that I furnish him a clarification 
with respect to a statement I made concerning conservation of copper and similar 
information which Under Secretary of the Army Johnson had furnished the 
cominittee when he testified before you. 


ities nite tin 
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A savings of 18,000,000 pounds of copper was effected by the Department of 
the Army through the redesign of shell casings, shell components, clothing and 
equipment hardware, electronics and communications. This savings covers the 
fiscal year 1952. The 3,000,000 pounds of copper mentioned by Secretary John- 
son constitutes estimated savings effected through conservation measures adopted 
during the first and second quarters of fiscal year 1953. 

Mention should be made of the fact that the figures reporting these savings 
are not cumulative; material savings made in the fiscal year 1952, as a result 
of design changes made during that period, are not contained in 1953 fiscal 
year figures even though the savings are continually being made. 

I am sending a copy of this letter under separate cover to Congressman 
Meader. I hope the information furnished clarifies the point. However, if 
further information is requested by your committee with regard to the copper 
conservation picture, I shall be happy to furnish it to you. 

Sincerely yours, 
J. D. SMALL, Chairman. 


CATALOGING AND STANDARDIZATION 


Mr. Sma. Surely, sir. 

Mr. Meaper. In noting your statement, Mr. Small, I failed to find 
any comment on item 35—D of the directive No. 4000.8, which refers to 
cataloging and standardization. Isn’t that one of the aspects of mili- 
tary supply in which you have a particular responsibility / 

Mr. SMALL, It is one of the aspects, and a very important one. Cata- 
loging and standardization is proceeding, in my opinion, reasonably 
well. 

Can I take a minute on this, Mr. Chairman ¢ 

Mr. Bonner. It is his time. 

Mr. Meaper. First, I would like to know why you didn’t comment 
in your prepared statement on that. 

Mr. SMALL. Because the Congress has set up, under special legisla- 
tion, Admiral Fowler in that particular job. 1 thought the committee 
probably would call on him if they wanted to talk cataloging and 
standardization. That is his partic ular function. He works ver 
closely with us. He must, because it is only one more and in fact an 
indivisible facet of this procurement and production problem. 

There are two sides of the medal. They cannot be completely 
separated. So there must be the closest coordination, which there is. 
We are working very closely together. 

Mr. Meaper. It is important from the purpose and objective of this 
committee activity because standardization within services and be- 
tween services would be important if you are to have supply across 
the board by one single department. 

Mr. Smauu. That is right, si 

Let me digress for a minute on this subject; not digress, but answer 
your question. 

There are millions of things, as you know, that are within the mili- 
tary supply system. In order to come to grips with this thing, first, 
you would have to say what pigeonholes these things should be in. So 
they have in the cataloging process a four-digit number. The first 
two digits of that four-digit number are broad classes, such as subsist- 
ence, which is No. 89. The other broad classes are within—well, you 
have an ultimate total there of a possible 99 classifications, and 1 think 
they have selected 74 or 75 of them for the labeling of broad classes. 

The second two digits of the four-digit number—let’s take sub- 
sistence as an example—within subsistence you have meat products; 
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you have dairy produc ts; you have a number of other groups within 
the food category. That is your second number. 

Let us say there are 99 pigeonholes, of which one pigeonhole is sub- 
sistence. There are 99 possible subgroups within each pigeonhole— 
such as a subgroup meat products within the subsistence pigeonhole. 
That gives you a series of pigeonholes by broad groups and by classes 
within each group. 

Then you take another number, and this number, of necessity, cannot 
be started off by allocating this group of numbers as being selieabic 
to this pigeonhole because that would give you a ceiling on the thing 
and you would run into difficulties when you approached that number. 
So they take a seven-digit number, and every article that we buy is 
given an individual seven-digit number regardless of what group, or 
class within a group, it belongs to. The first four digits, as I told 
you, are the broad groups and classes within each group. The seven 
digits are for particular items. In addition to that, they have a 
description of the item in words, not numbers. 

If you will permit me to go ahead, I will explain it. 


PROGRESS IN STANDARDIZATION 


Mr. Meaper. You are taking all my time, Mr. Small, and I do not 
care to get into a mechanical description of the system. I would like 
to know what. progress has been made in eliminating differences that 
have no basic differences between the services. You say the progress 
has been good ? 

Mr. Smauu. I was trying to give you a simple description of 

They realize that the way to do this job was to take a broad nae. 
such as subsistence, and take all of the things, the numbers that went 
into subsistence, and then review that to see whether or not there were 
duplications in it or omissions, try to refine it, and see what they 
had. 

Having done that, they then go over to the standardization people 
and say, “Are any of these things so closely allied that they can be 
put together and you can standardize?” 

The result was that on the first process, when they first came up, 
they had some 2,000 numbers representing subsistence items. On the 
first go-over, they found that they could reduce that 17 percent. When 
they gave it to the standardization people, they reduced it further 
and reduced it finally by 40 percent. Se you come out with about 
1,100 or 1,200 catalog numbers on subsistence—covering all currently 
used subsistence items. , 

Those numbers and item descriptions have been put into a catalog. 
That catalog has been issued. It is now out in the services and is being 
put into use. 

As the contracting officers reorder subsistence items, it will be by 
that catalog number, no matter whether it is by a post, camp, or sta 
tion in the Army, Navy, or Air Force or whoever it is that orders any 
item, they will be ordering by the same number. 

The p eople who h: _— stocks have these catalogs. They have their 
own descriptions. They “in compare one Ww ith the other and say, “We 
already have it in the bin,” and can supply it. 

But, as they order hereafter to replenish their supply, they put the 
new catalog number on it and we will rapidly get into where everything 
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throughout the services in subsistence items will be done by one number 
for each item. 

That is the first broad group they put out. 

Mr. Meaver. Are you satistied, just to bring this to a general con- 
clusion, that the progress in standardization has been satisfactory? 

Mr. Smatu. Unfortunately, I am never satisfied with anything be- 

cause I think we go too slow on a great many things. I think that we 

have made a very r substantial amount of progress in the last year, not 
as much as perhaps we could have made, but it is heartening the 
progress we have made. I certainly think Admiral Fowler deserves 
a great deal of credit for the work and effort and the successful 
results of those efforts that he has been putting in on it. 

Mr. Meapver. That is all I have. 

Mr. Bonner. On page 8, the bottom of page 8, you say, “Here is a 
copy of the plan approved by the Munitions Board and generally con- 
curred in by the General Se : vices Administration.” You use the word 
“generally” concurred in by the General Services Administration. 
Why couldn’t you get a concurrence / 

Mr. Smauv. I will ask Admiral Ring to speak on it, but they have 
only had it a relatively short time. 

Mr. Bonner. This subcommittee has been greatly interested in the 
full utilization of General Services. As we found the utilization some- 
time back, we began to wonder whether or not GSA was worth it after 
all, unless we could get full utilization of GSA. 

Mr. Smauv. In this particular connection, I would like Admiral 
Ring to speak to it. 

Admiral Ring. In this particular connection I made that presenta- 
tion to Mr. Russell Forbes of GSA, who works very closely with me, 
about a week or 10 days ago. The reason for the appearance in Mr. 
Small’s statement of general concurrence is that there are still some 
details of operation with regard to regional screening which must. be 
worked out, and I didn’t want to put in Mr. Small’s statement “com- 
plete concurrence,” because of the fact that we have not yet worked 
out all of the operating details. Mr. Forbes happens to be in the 
room, and I think he will tell you that it is a good plan, and it offers 
a great deal of promise. 

We still have some details to work out. The plan is completely 
acceptable to the Department of Defense, and I hope will prove to be 
completely acceptable to GSA. I didn’t want to commit GSA until 
that happy event has occurred. 

Mr. Bonner. Thank you, Admiral. 

Mr. Smatu. You understand on this one that this is an entirely 
new concept. 

Mr. Bonner. I know that. I think the answer is satisfactory. 

Can you assure the subcommittee that the Army and Air Force dif- 
ferences have been ironed out and they will go no further in setting 
up separate supply systems? 

Mr. Smauu. God forbid that I would go so far as to say all their 
differences have been ironed out. They have certainly been stopped 
in their tracks in Europe, if that is what you mean, really stopped. 

Mr. Bonner. Is that permanent? 

Mr. Smauu. That is permanent; at least, it is permanent until 

Mr. Bonner. How about the zone of interior and in other areas? 
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Mr. Smauv. Still have problems. 

Mr. Bonner. Where are the problems, Mr. Chairman ? 
Mr. Smauu. The assignment—— 

Mr. Bonner. Give us a few localities. 


JOINT CHIEFS OF STAFF ASSIGN OVERSEAS LOGISTIC RESPONSIBILITIES 


Mr. Smatu. The assignment of logistics responsibility in the areas 
overseas is a job of the Joint ¢ ‘hiefs and there are some problems 
there. In the zone of interior the problems are the same kind that 
we have been talking about with you and with members of your com- 
mittee, and that I have been talking about here tod: av, that, as there 
is no one method which is good for everybody, you have to adjust your 
method as industry does, to the specifics of the case. The way they 
randle steel in industry is different from the way they handle abra- 
sives or something else. They handle them in a fashion which best 
fits in for economy and effectiveness in handling their business opera- 
tions. Soit must be withus. (See p. 230.) 

There is no magic in saying that this one thing will do it, and nothing 
else will do it. There is no simple panacea, no universal cure-all, no 
single answer—as industry long since found out. 

Mr. Bonner. Are the Joint Chiefs doing all they can to get this 
thing straightened out ? 

Mr. Sma. I think, as the Secretary testified, they bit off a pretty 
good bite when they handled Europe. If that is an indication, it is 
a heartening one. There are others. 

Mr. Bonner. The point I make is: Is a subcommittee like this going 
to have to continue to jab at this thing? 

Mr. Swati. Why not? 

Mr. Bonner. That is the answer. 

Mr. Chairman, I want to thank you very much for your kindness 
and your cooperation and frankness before this committee in the 

rarious appearances you have made. I think personally you have 
rendered a good service to the country, and I hope that your effort 
will make your successor’s role much easier. 

Mr. Smauu. Thank you very much. 


NEED FOR ASSISTANT SECRETARY OF DEFENSE FOR SUPPLY 


Mr. Bonner. Did you ever think as to whether or not the Chair- 
man should be Assistant Secretary of Defense in supply matters? 
Did you ever have any personal views on that ? 

Mr. Smarty. Personally I think he should be. 

Mr. Bonner. From your experience, and we have to be guided by 
that in the future, from your personal experience, do you think you 
would get along much better as Chairman of the Board if we had a 
chairman of the Board who was Assistant Secretary of Defense? 

Mr. Smaci. Without question. 

Mr. Bonner. Thank you very much, you and you staff. 

We will take a short recesss before we hear the next witness, Dr. 
Vannevar Bush. 

( Recess. ) 

Mr. Bonner. The subcommittee will be in order. 
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Our next witness will be Dr. Vannevar Bush, president of the 
Carnegie Institute of Washington and formerly Director of the Office 
of Scientific Research and Development, Chairman of the Research 
und Development Board. 


IMPORTANCE OF JOINT CHIEFS OF STAFF SET-UP 


In its extensive investigation of supply management in the Depart- 
ment of Defense, this subcommittee has found that all roads lead to 
the Joint Chiefs of Staff where the power of decision seems to lie with 
respect to fundamental planning which so vitally affects our defense 
and economy. The subcommittee arrived at the conclusion that a com- 
mittee arrangement with the two-headed system is not a very effective 
way to insure action, especially action where the over-all rather than 
service interest should dominate. 

For this reason we were very interested in the recent addresses you 
have made, Dr. Bush, about the weakness of the Joint Chiefs of Staff 
set-up and what you think should be done about it. 

In our opinion, through long experience and close relationship to 
the problem you are eminently qualified to speak on the subject. 

Will you proceed, sir, to inform the subcommittee as to your opinion 
on this most important matter ? 


STATEMENT OF DR. VANNEVAR BUSH, PRESIDENT OF THE 
CARNEGIE INSTITUTION OF WASHINGTON AND FORMERLY 
DIRECTOR OF THE OFFICE OF SCIENTIFIC RESEARCH AND 
DEVELOPMENT, CHAIRMAN OF THE RESEARCH AND DEVELOP- 
MENT BOARD’ 


Dr. Busy. Thank you, Mr. Chairman. 

I have no prepared statement. I didn’t know exactly what the 
committee wished to discuss, and hence ] prepared nothing, unless 
my speech can be so considered. ] will be very happy to answer your 
questions. 


LONG CONTACT WITH JOINT CHIEFS OF STAFF 


I have had long contact with the operations of the Joint Chiefs of 
Staff, although at the present oo I hold no Government post what- 
ever. Let me say immediately, from a personal standpoint, I have 
always had the most friendly relations. So I wish to emphasize that 
what I have said in criticism has always been the criticism of the or- 
ceanization rather than the men. 

Beyond that, sir, I have no prepared statement. 

Mr. BONNER. For the record here, we would like to have your 
views. 

IMPORTANCE OF PLANNING 


Dr. Busu. My views, very simply, sir, are these. War has become 
exceedingly complex. The new weapons that have been introduced 
at the time of the last war and are now under development make it 
more and more evident that any future war depends for its successful 
prosecution upon very close integrated planning involving the work 
of the Army, the Navy, and the Air Force. 


® See Lovett’s letter to President Truman on these issues, p. 348.) 
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MERGER NOT FAVORED 


I am not one who feels that those services should be merged. I be- 
lieve that they are better off in this country with three services as in- 
depe ndent as they can be and still get the essentials of coordinated 
action where that is necessary. I would not sacrifice the esprit de 
corps of the Army, the long tradition and pride of the Navy or the 
exuberance of the Air Force, for that matter. I would not have a 
common uniform. I would not have a merger that would submerge 
any of these things. 


CENTRAL PLANNING NEEDED 


But I do believe that in these days when planning has to be made 
in terms of the interaction of the three services, we need to do our 
planning centrally and do it in such a manner that it rises above 
service interest, and service missions, and service pride, and gives us 
an integrated single unitary plan on every important element of mili- 
tary activities on which this country can place its reliance. 


UNIFICATION ACT A STEP 


I do not feel that we have arrived at that point. The Unification Act 
of 1947 went a considerable distance, but it did not, in my opinion, 
insure that this planning would be done in this manner. We have 
many or ype: agencies in the Defense Department. planning agen- 
cies of all sorts, and throughout the Department, but the central 
planning has to be done by the Joint Chiefs of Staff, which is the only 
body where there is authoritative meeting of the three services for the 
purpose, and no planning at any point in the services can be in good 
form unless the planning of the Joint Chiefs is also in good form and 
gives the lead and the inspiration that is necessary to the services to 
perform their respective parts. 


JOINT CHIEFS OF STAFF A TRADING CENTER 


I feel that, while we have gone a considerable distance in our unifi- 
cation, we are still in the status where the Joint Chiefs of Staff are 
more a place where the services work out their problems by trading 
than a single body devoted to planning and giving us the unitary 
plans which this country needs. 


RECOMMENDATIONS FOR IMPROVING JOINT CHIEFS OF STAFF SET-UP 


Mr. Bonner. What do you think should be done about the Joint 
Chiefs of Staff? 


SEPARATION OF COMMAND FROM STAFF FUNCTION 


Dr. Busn. Personally, IT would separate the commanding function 
completely from the staff function. I do not believe in the exercise of 
military command by a committee. I do not think that wars were ever 
fought successfully when managed by a committee. I would divorce 
the Joint Chiefs of Staff entirely from their command functions and 
make them genuinely a staff, a staff advisory to the Secretary of De- 
fense and to the President of the United States. 
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DIFFERENT MEMBERS ON JOINT CHIEFS OF STAFF AND SERVICE COMMANDS 


In order to emphasize that, I would make the membership of the 
Joint Chiefs of Staff distinct from the commanding generals of the 
three services. In order that the three men who sit on the Joint Chiefs 
of Staff may have no diversionary thoughts while they are planning 
an integrated program, that is the way I would do it. 


MEMBERS OF JOINT CHIEFS OF STAFF OVERBURDENED 


For many reasons I would advise this. For one, because the Joint 
Chiefs of Staff as individuals are now so overburdened, each one of 
them carrying staff functions at this Joint Chiefs level and also com- 
mand functions in the service, that the ‘vy do not have the time, they do 
not have the energy, to give the sort of thought to our major military 
problems that the graveness of the present day requires. 

I would hence make the Joint Chiefs of Staff an organization de- 
voted only to planning and with its members in an advisory capacity 
only. 


POWERS OF DECISION FOR CHAIRMAN, JOINT CHIEFS OF STAFF 


In addition, I would make the Chairman of the Joint Chiefs of 
Staff the individual who can resolve differences when necessary, so 
that, if the Joint Chiefs cannot give the Secretary or the President 
a unitary plan, he will be enabled to append his own opinion and to 
transmit a unitary recommendation in that manner in order that the 
Secretary of Defense and the President on all clear-cut military mat- 
ters may have unitary advice before them and not be called upon as 
civilians to enter into military judgments. 


CHAIRMAN TO SELECT OWN STAFI 


In addition, I would give the Chairman of the Joint Chiefs of Staff 
the authority to select his own staff. The Joint Chiefs of Staff oper- 
ate prince ipally by the actions of subordinate committees, supporting 
committees. The membe ‘rship of those committees should not be com 
posed of individuals who are best able to maintain the services’ inter- 
ests, which they represent. They should be men who best enter into 
integrated planning. 


STAFF COMMITTEE MEMBERS TO BE APPROVED BY CHAIRMAN 


I would insist that no man should become a member of such a com- 
mittee without the approval of the Chairman of the Joint Chiefs of 
Staff. 

In addition, I would give him complete right to select the Joint 
Staff members, the supporting body of officers who carry on the greater 
part of the work of the Joint Chiefs. I would make sure that in choos- 
ing this Joint Staff, he would be enabled in every way to get brilliant 
oflicers of his selection, and I would also insure that brilliant officers 
who thus served with distinction would have before them an assured 
career commensurate with their abilities and their success. without 
having to return to their services and there find such favor as they 
may. 
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Mr. Bonner. Mr. Curtis wants to make a suggestion, 

Mr. Curtis. I was going to suggest that we put in the record, with 
Dr. Bush’s consent, his speech before—I do not know where it was 
made. 

Mr. Horr ie. Tufts College, ( ectober Ll. 

Mr. Curtis. I have the one dated September 26, 1952, before the 
Mayo Foundation. Is it the same speech ¢ 

Dr. Busu. There is not very much difference between the two. 
There is some material in the second one that is not in the first. I 
would recommend the one at Tufts College. 


Mr. Curtis. I wonder if we can put that in the record, Mr. Chair- 


man / 


Mr. Bonner. At this point it will be inserted in the record. 
(Dr. Bush’s speech, referred to above, follows :) 


REMARKS OF VANNEVAR BUSH, PRESIDENT, CARNEGIE INSTITUTION OF WASHINGTON, 
Av CENTENNIAL CELEBRATION OF TUFTS COLLEGE, MEDFORD, MASss., OcTOBER 11, 1952 


ORGANIZATION FOR STRENGTH 


In coming home today it would be pleasant indeed if I could discuss with you 
a happy theme: The beneficent influence of your endeavors here or the new 
knowledge being acquired for the benefit of mankind. 

For a hundred years this college has proceeded on the even tenor of its way. 
Here young men have gathered and pondered before emerging into the turmoil 
of affairs, and here wise men have led them. Wars have come, and demanded 
all that the college or its members could contribute, but wars have gone and the 
college remains. We have great need for such centers of untrammelled thought, 
as our Civilization becomes more complex and the need for public understanding 
of subtle issues increases. It would be comforting indeed if we could look for- 
ward to many peaceful years of creative effort, devoted to ameliorating man’s 
lot in a harsh environment, and to exploring those matters of the spirit which 
concern our origin and our destiny. After the stress of war we would relax 
and think of nobler things. 

But I cannot discuss pleasant subjects with you today, for there are graver 
things on my mind. We live in danger. The world is split into two armed camps. 
There is a crisis in our affairs, and the issue will determine whether freedom of 
thought, whether freedom of any kind, can endure. Upon the understanding and 
determination with which the citizens of this country meet their present national 
problems will depend the answer to the question which dominates all our minds, 
whether this country can maintain its way of life, whether it can avoid an all-out 
war, and hence whether this college, and all man’s efforts to advance by the 
voluntary association of free men, can prosper and bring forth those fruits of 
earnest thought which alone can lead mankind upward toward a better life. 

I do not need to enlarge upon the threat we face. A totalitarian state, armed 
with 50,000 tanks, with millions of men under arms, possessed of the atomic 
bomb and accumulating a stockpile and the means of delivery, faces us with an 
intransigence that cannot be understood. From Moscow are hurled insults, and 
sent subversive emissaries. A minor war, in which nevertheless young men die, 
drags on because it is convenient thus to weary us. A power bent on world con- 
quest is momentarily stopped in its tracks, and only our acts can prevent it 
from resuming its march across the face of the world. 

We must be strong. There is now substantially no disagreement on this point. 
We must be so strong that the free world will not be attacked. We must be 
strong in every way, and in all places, for the assault upon us has sought our 
soft spots, geographically and psychologically, and will continue to do so. We 
must have friends, and increase their strength. And we must accomplish all 
these things under the recognized disadvantages of a democratic system, without 
wrecking it in the process, and without breaking down our economic health on 
which all else depends. 

I wish that I might say at this point that our salvation is at hand, that science 
and ingenuity have provided us with instruments of war so effective and so un- 
familiar to our enemy that we may rest confident in our superiority. But I 
bring you no such news of marvelous new weapons capable of giving us such an 
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advantage that we can forget conventional means of making war, I can offer no 
push-button devices with which we can sit back and exert overwhelming power 
everywhere. There has been altogether too much loose talk about such devices. 
True, there are new weapons, but I shall certainly not discuss them here. And 
remember that no weapon can permanently remain an instrument to our advan- 
tage alone. The history of the A-bomb should have impressed that lesson by now. 
We can merely insist, as the art of war alters, that we remain in the forefront 
of advance, in all phases, modifying our strategy and tactics to correspond to 
new techniques, and maintaining a substantial lead on every important item. 

If war broke out next year it would be a cruel war. It would be a slugging 
match, with great armies and long casualty lists. Let us indulge in no wishful 
thinking. Many of our ships would be sunk, and some of our cities would be 
consumed and destroyed in a flash, as were Nagasaki and Hiroshima. Our whole 
economic structure would be strained to the utmost, and our survival would 
depend upon our endurance and our striking power, which might have to be 
sustained many years. It is this disaster that we would prevent, by possessing 
the reality of strength in every form. There are no magic weapons and no easy 
way out. Hard work, sacrifice, determination, staying power we must have in 
these uneasy days of half peace. Above all we must have that understanding and 
insistence which will ensure that our machinery of government operates effec- 
tively to protect us, that our national policies and plans are sound. To accomplish 
our purpose we need comprehension, on the part of citizens everywhere, not of the 
intricacies of new weapons, not of military strategy or tactics, but of the way in 
which our Government organization functions, of the manner in which planning 
for survival is carried on by those whom our democratic processes have placed 
in positions of appalling responsibility. 

If war comes we cannot meet hordes with hordes; our weapons must be far 
in advance of those brought against us. If we fight the next war by the methods 
of the last we will succumb. Ever since the war ended we have been furnished 
stories of marvelous new weapons being developed by the services. Do we really 
have modern weapons, available in quantity, in the hands of trained men, fully 
integrated into our plans for combat? We recently heard of remote controlled 
airplanes being crashed into targets in Korea. Does that represent the caliber 
of our thinking? Our potential enemy has A-bombs. Do we have a compre- 
hensive advanced plan for the air defense of this country, fully utilizing all 
the scientists and engineers can produce, closely integrating the efforts in this 
direction of Army, Navy, and Air? If war strikes we hear that tactical use 
of the A-bomb would help stem the rush of vast armies across the European 
plains. Are we depending up on this unduly, or are there alert and skilled 
cfficers searching every advantage we can gain by superposing on the methods 
of the last war the methods which will become possible in the next? When we 
last fought we were nearly overcome by the submarine. We hear of high-speed 
submarines, with snorkels so that they can remain long submerged. We also 
hear of marine mines that kept us out of Cherbourg for some time, and that 
can be sowed from the air. And we hear of bombs that can be guided to a target 
as they fall from high altitudes. Have we adequate plans for coordinating 
the efforts of our three services, to maintain our communications with Europe, 
support our troops, and feed our allies? Is adequate effort being devoted to 
these key problems, as opposed to merely building piles of conventional weapons? 
We cannot examine into these questions here, for facts essential to their proper 
examination are secret, and should remain so. But we can examine into the 
question whether our governmental machinery is so organized and functioning 
that we may assume it is planning well on all things which vitally affect our 
safety. 

Organization is generally considered to be a dull subject. It is easy enough to 
arouse interest in a new military gadget, too easy and too tempting, and too 
much indulged in. But the organization by which that weapon is handled may 
be more important than the weapon itself. We wish to prepare strength with- 
out waste or extravagance, and with logical distribution of emphasis so that we 
may become strong without placing unbearable burdens upon taxpayers and 
upon our economy as a whole. If, in spite of all our efforts, we are forced into 
war, we wish our youth to be armed with truly advanced weapons. We wish to 
have an adequate defense to save our cities and our people the ghastly destruc- 
tion of mass bombing. Yet our defensive efforts to save our cities must not 
be carried to absurd extremes in striving for this result, for this would cripple 
our striking power. We wish, in a word, to have our formation of national 
policy, and above all our military planning done for us by the most able men 
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possible, under conditions where they can plan best for our protection. Let us 
therefore examine the organization in which they work. Organization for plan- 
ning is a subject which merits our very serious and critical consideration, and 
it now calls for action on the part of our elected representatives. 

I am convinced that the organization under which our military planning is 
being done is faulty, that the planning itself is hence defective, and that the 
Nation therefore is in serious danger. I would not make this assertion if I had 
not pondered the matter deeply. In making it I wish to be sure that I am not 
misunderstood. 

First, let ne make a clear distinction between planning itself, and the organ- 
ization for accomplishing it. We cannot examine military plans here in public, 
without giving aid to a potential enemy. We are in no position to do so, for 
we do not have all the facts before us. Moreover, nothing could be more absurd 
than military plans arrived at by debate in a public forum. Personally I think 
some of our present plans, as far as I know anything about them, are defective. 
[ think some of our plans were appropriate to the last war, and would be 
archaic if there should be a next one. But that is not the point. Private 
opinions are of little value in this connection—my own or anyone else’s—and 
I would not in any case press my opinion in a public discussion. To decide such 
mitters as these by popular acclaim, or on the basis of partial information, 
would certainly be foolhardy. What is needed is a set of plans arrived at after 
due study by a competent professional group, free of all prejudice or precon- 
ception, utterly modern in their approach, steeped in the art and practice of 
war, who have reviewed all the facts and conditions, and who have available 
the opinions of the best minds the country affords on all facets of every im- 
portant problem. This we by no means now have, and [ am concerned to find 
a way by which we may have it. 

Second, T am not making a political speech, and nothing I say is an attack 
upon anyone. The condition in which we find ourselves is not the fault of 
either political party, or of any individual in Government or out of it. A 
solution for our quandary will not be found in the heat of political discussion, 
but will come only as the result of careful objective study by the keenest minds 
of the country, wherever they may be 

I have dealt with military men in many ways for many years. Many of my 
most valued friendships have been among them. They are a loyal, intelligent, 
hard-working group of men. They devote their professional lives to our pro 
tection, and risk them whenever duty calls upon them to do so. They are gen- 


tlemen in the best sense. They vary as much in brilliance as members of a 
college faculty Chere are stubborn individuals among them, but no more so 
than among leaders of business or leaders of labor. There are obtuse indi 


viduals, but no more than in the Congress of the United States. There are men 
of fixed immutable ideas, but no more than in the professions of law or medicine, 
There are men of narrow viewpoint, but no more than among scientists. There 
is no professional body of men with whom it is more satisfying to have close 
working relationships. Lam not attacking any one of them. Nor am I attacking 
them collectively, in the guise of a so-called military mind. The difficulty is that 
the military are placed in an impossible position in their planning It is a 
wonder that they accomplish as much as they do, The system at the top is 
wrong. The gears are out of mesh and grind. And with this condition at the 
top, where there should be wise leadership and from which should issue inspira- 
tion and sound guidance, the planning function is bound to be frustrated through- 
out the entire military structure. Without sound planning at the top we miss 
opportunities and we have confusion 

Our national planning, the creation of national policies, centers in the Na- 
tional Security Council. This is a sort of war cabinet, but on a broader basis 
than is implied by the term as it is usually understood. The country needed 
such a body for a long time, and it was wise to establish it at the end of the 
war. It brings together, for the guidance of the President, different points of 
view on military affairs, international relations, economics. intelligence, and 
other matters. It is advisory only, and its deliberations result in recommen- 
dations to the President It does not work well as yet. It is by no means 
adequately staffed, and there is a tendency for it to become a meeting place of 
departments for compromise, rather than of chiefs of departments for momen- 
tous deliberation. But it is improving, and it could be quickly provided with an 
adequate staff and made to work well. It would be worth while to examine 
in detail into its faults, limitations, and possibilities: but this is too large a 
subject for discussion here. Certainly it cannot work satisfactorily unless 
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military planning, which forms the basis for most matters it considers, is well 
done. So we will consider military planning only at this time. If this were in 
order we could form our national policies with more wisdom and assurance, 
It is not. 

Our military planning, at the very top, is done by the Joint Chiefs of Staff. 
Their structure was established by the Unification Act. There are numerous 
other planning agencies throughout the defense organization, but this is the 
senior one, and on its performance all else depends. At present its organization 
is such that it violates many fundamental principles of sound organization. 
Some of these are utterly essential for proper organization of the military strue- 
ture in a democracy. 

We hold strongly to the principle that the military organization must he sub- 
ordinate to the civilian authority; the military hierarchy must be under the 
control of the elected representatives of the people. 

Any healthy organization, especially one involving military operations, must 
have absolutely clear lines of command, without duplication and without parallel 
paths, and authority and responsibility must go together. 

The line of command should focus in one person. He should have available 
the best possible advice on all aspects of his functions. This should be fur- 
nished by competent, loyal, professional staff. The distinction between line and 
staff should be drawn with absolute clarity. 

Each individual, in command in a post of heavy responsibility, should be 
enabled to execute his decisions and perform his delegations through subordinates 
appointed with his full approval, whose subsequent careers depend upon the 
loyal performance of their assigned duties. 

In addition to line and staff for operations within an organization, there is 
need also for a body of review. In our Government this is provided by Congress, 
by the elected representatives of the people who make the laws and control 
the public purse. Congress should ensure that the military organization is well 
manned and operates smoothly, but it should not interfere in military operations, 
or superpose its judgment upon the decisions of competent professional men, 
duly arrived at by thorough deliberation. 

Kew will quarrel with these principles, yet our top planning organization 
violates many of them. As a result we have confusion 

The Joint Chiefs of Staff report to the Secretary of Defense and also to the 
President. Its recommendations are sometimes implemented by the Secretary 
of Defense through the Secretaries of Departments. But they are also sometimes 
implemented by the direct action of the Joint Chiefs themselves, who are also 
the commanding officers in their respective services. There are thus two lines 
of command, and the civilian authority is to some extent circumvented. In its 
preparation of advice to the Secretary JCS is undermanned. Worse, the mem- 
bers of its supporting bodies are selected by the services, often for their skill 
in protecting service interests. When JCS disagrees the whole system is dead- 
locked, for the Chairman has no authority and cannot resolve differences. Since 
a project or program which involves one service is likely to lead either to 
perfunctory examination or to unresolvable deadlock JCS does not attempt to 
tackle such problems at all. The result is that programs go to budget making, 
to Congress, and even into effect, without ever receiving the critical review 
of an impartial, competent, and disinterested professional body, but merely on 
the urging of protagonists. Military planning today inevitably involves other 
fields such as human relations, science, economics, business, and technology ; 
yet JCS does not bring competent individuals from these fields into its delibera- 
tions. Keen junior officers in the JCS organization feel frustrated, as well 
they might, and they also feel that their only career lies in return to their 
services, where service loyalty sometimes receives a narrow interpretation. 
JCS exercises command, which is utterly foreign to its duty as our top military 
planning agency, advisory to the chief civilian authority. It fails to bring well- 
considered resolution to our most serious military problems. It dissipates its 
energies on the inconsequential. Its members are overburdened, and have little 
time for the deep continuous thought which is essential to wise planning, so 
that important decisions are often made, in reality, by junior officers, without 
the benefit of hard thinking by more mature men, and the impact of minds of 
diverse background and experience. In a nutshell, our military planning is not 
well done. It canont be well done until it is provided with a complete, logical, 
workable framework for its performance. 

There will be wide difference of opinion in regard to the appropriate 
organization, under our system of government, for the conduct of our inter- 
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national relations, the formation and pursuit of national policies, and especially 
for military planning and operations. We had a great deal of discussion of 
this subject just after the war, at the time when the Unification Act was passed. 


This was a step forward. But it is fully evident that there is now a growing 
conviction that all is not well. Committees of Congress have studied and 
criticized There is serious questioning whether our enormous expenditures 


for defense are producing adequate results. The machinery evidently creasks at 
the joints. It is time for a thorough review, for vigorous public discussion, and 
for action. This action should come from Congress, and it should principally 
take the form of bringing the Unification Act into accord with sound principles. 
The whole organizational structure of Government from top to bottom needs 
to be brought up to date and made to operate far more effectively for its intended 
purposes 

It is a fundamental principle of our democratic system that Congress, the 
elected represenetatives of the people, must control the public purse. In these 
days, When Government expenditures have risen to unprecedented heights, this 
control becomes even more imperative, if Our system of government is to be 
preserved in the form which has served us so well in the past. Yet Congress has 
lost effective control of the way in which our tax money is spent. The budget 
of the I ted States fills a ponderous volume, which no man can understand in 


its entirety We make heavy expenditures for weapons, where the justification 
involves technical matters beyond lay judgment, on the basis of superficial 
‘ nination. There has been an atmosphere in public affairs such that any 


opposition whatever to the demands of the military for funds for defense has 
been regarded as politically inexpedient. The result has been that Congress 
has voted huge sums, without the reality of control on important programs. 
Yet such control is essential if the review function is to protect us against 
eXtravagance, and guard us against the catastrophe of rendering ourselves 
helpless by economic collapse, brought on by diffusion of effort as we attempt 
to defend ourselves. It is essential that Congress regain effective control 
of the public purse It cannot do so by establishing an enormous staff for the 
purpose of analyzing the budget in all its detail. This analysis is the function 
of the Pureau of the Budget, and there is no need to duplicate its efforts. Nor 
can a solution be obtained by having Members of Congress become specialists 
on various aspects of military affairs, salutary though such specialization often 
is. There is only one way that it can be done. Congress cannot itself examine 
every important project and program involving large funds; it has neither the 
staff nor the background for such a function. But it certainly can determine 
Whether such important matters have been carefully analyzed by some disinter- 
ested body. It can find out, when a great program is before it, whether that 
program has been studied and recommended by a competent professional group, 
made up of men who approached the subject objectively and without special 
interests or prejudices, or whether on the other hand it has merely been put 
forward by a group of enthusiasts or protagonists who have never been called 
upon to satisfy the judgment of professionally qualified objective reviewers with 
all the facts and arguments before them. If Congress would regard well- 
analyzed programs with sympathy, and approach others with deep: skepticism, 
we should soon see a change for the better, even with our present organization. 
Members of Congress are in an excellent position to do just this; for they must 
individually be good judges of men, or they would not be in Congress. And 
udgment as to the qualifications and motivations of men is the essential 
neredient of correct decision in complex matters of this sort. 

The President is commander in chief. All the authority of the executive 
branch focuses in him. In time of peace he formulates our national policy, and 
controls our entire organization for its furtherance. In time of war our military 
forces in the field are under his ultimate control and command. He carries an 
enormous burden, and the organization under him should lift this from his 
shoulders as far as possible, and support him loyally and effectively. 

In the National Security Council, when it is suitably staffed and brought into 
a condition of adequacy, the President has an appropriate advisory body for all 
international matters. There political and military considerations are joined. 
in the light of the economie capabilities and limitations of the country, and of 
what we can learn about those who threaten us. From the recommendations 
of the Council emerge policies and programs approved by the President, for 
our current relations, and for our preparations for defense in concert with our 
allies. The entire military organization should then operate within these policies 
to attain the objectives sought. The critical problem before us is how our 








FEDERAL SUPPLY MANAGEMENT 313 


defense establishment should be organized to perform its assigned functions 
in this regard. 

The President controls the Military Establishment through a Secretary of 
Defense, selected by him, and in whom he ean place his entire confidence. The 
President acts through the Secretary, or the Secretary acts as his deputy, in 
controlling the Department of Defense, and all military forces. It is unnecessary 
to split hairs as to which individual actually carries the burden; this will vary 
with the individuals in office at a given time. From the organizational stand 
point we have here the supreme commander and his deputy 

There are two parts to the military structure. In time of peace we have a 
creat organization, centered in Washington, charged with the duty of preparing 
for possible war. In time of war we have forces in the field, and the primary 
job of the Washington organization is to see to it that they obtain what they 
need, in trained men and matériel, in order to conduct successful campaigns. In 
these strange days we have both. The relations of the two parts to the com 
mander in chief are different. 

We have finally learned that, when militray forces are conducting a campaign, 
they must be under the complete control of a single military commander in the 
field, using Army, Navy, and Air Forces in mutual support as a unitary force 
directed toward a single objective. We also know, or should know, that the 
field commander must be supported to the utmost, and protected against undue 
or arbitrary interference of any sort from Washington. His is a military task, 
for a professional military man; and civilian interference with his judgment, on 
the part of a President or anyone else, can be disastrous. We do not wish to 
leave essentially military decisions to the sort of amateur inspiration indulged 
in by Hitler. On the other hand, a military commander in the field should not 
attempt to form political policy. There is no form of organization which can 
guarantee that proper relations will always obtain between soldiers and states- 
men. But good organization can avoid some of the obvious fallacies. 

The commander in the field should report to the President or his Secretary 
But he should be given explicit orders, and an explicit mission, and held to 
these closely. Moreover his performance should be continuously reviewed, so 
that his orders may be promptly altered if occasion requires, and so that he 
may be replaced if he fails or falters. 

For this purpose there is needed a senior military staff to advise the President 
and Secretary. This is the Joint Chiefs of Staff. It should be adequately sup 
ported by subordinate bodies and assigned officers Its chairman should be an 
officer of great distinction selected by the President and serving for an extended 
term or at his pleasure, and he should appoint, or approve the selection, of all 
members of subordinated bodies within the JCS organization If there is 
disagreement, the chairman should have authority to resolve it, so that there 
may be clear-cut recommendations available to the commander in chief and 
not divided counsels, continued bickering, or end runs. War is a serious business, 
where prompt decisions are essential, and civilinns should not be forced to 
resolve military arguments This does not mean that tl President or the 
Secretary should not, on occasion, meet with his mi 





litary staff and hear all sides 
of a question; this in fact is desirable if he is to develop confidence in his 
advisers But when he needs unitary resolved military advice promptly he 
should get it withont delay and without ambiguity 

The Joint Chiefs of Staff should emphatically not be in the line of command 
Its chairman should emphatic 





ally not be a supreme military commander, run 


ning the forces in the field from a desk in Washington JCS is a staff. To 
place it in the line of command is to invite military command by a committee, 
than which there is nothing worse It should as a body issue no orders 
whatever, in peace or in war. 

I do not mean that JCS should not make plans for a theater. It assuredly 


should, with all the thoroughness and care which is made possible by its remote 
ness from operations. In particular, it should develop plans by which new and 
effective Weapons and tactics may be introduced. It should analyze and docu 
ment. But this is a service it provides the theater commander -not a system 
to be forced upon him. There should be no interference with a theater com- 
mander by any such indirect route. When theater command is instituted, 
JCS should recommend the appointment of the commander, and should recom- 
mend the exact draft of his mission and instructions as far as their military 
content is concerned. After that JCS should be kept fully informed of all that 
occurs in the theater. When the theater commander needs to be interfered with, 
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it should be done at once not by direct action but by recommendation to the 
Secretary or the President and this should include recommended alteration or 
supplementing of orders, or, if necessary, the replacement of the commanding 
officer by a successor. But the theater commander should not be given orders 
by JCS 

The members of JCS should be distinguished able men of broad military experi- 
ence They should be men nearing the age of retirement Officers chosen for 
thents ol and should generally be younger men. The members of JCS have 
vre re onsibilit but t is the responsibility of staff service rather than of 
command Military men fully recognize the distinction between these two types 


0 esponsibility and the need for both They also recognize that disaster can 
be the consequence of getting them confused, and their prime example in this 
regard is the German failure in the battle of the Marne in the First World War. 
Subject only to review by the Secretary and the President, and to political con 
siderations as laid down by the Security Council, JCS should prepare our broad 
strategic plans for fighting a war. In times of peace they should work out the 

anner in which modern weapons will be used, and they should nominate the 
officers who will carry full responsibility in the field. Except for active com- 
mand in an important theater of operations membership on JCS should be the 
highest honor and responsibility to which an officer can aspire. 

The Department of Defense has the duty of supporting the active armies in 
the theaters of war, in accordance with the relative importance of those theaters 
as prescribed by the President, and it also at the present time has the duty of 
preparing for war, by the training of men, the development of weapons and 
their procurement, and the perfection of tactics in studies and maneuvers. 
These functions have a large civilian content, in connection with purchasing, 
and in relation to recruitment and training, as well as an important military 
content The Secretary of Defense is the chief of the defense establishment. 
All authority within the establishment should focus in him. He should exercise 
his authority through the three Secretaries of Departments, appointed on his 
nomination by the President. He needs advice of two sorts, civilian and military. 
For the first he has his group of Secretaries, the Chairman of the Munitions 
Board, and of the Research and Development Board, and others. This group 
is at the present time a friendly and cooperative team, and we wish to keep it 
so. On military matters he has the advice of the Joint Chiefs of Staff. The 
recommendations of these advisory civilian and military groups result in orders 
and delegations by the Secretary of Defense. These should pass through the 
Secretaries to the commanding officers of the respective services, and thus to 
the entire personnel. Permanent de tions along this path should cover mat- 
ters which are the concern of a single service. Coordination of activities which 
involve more than one department should also be provided for through this 
channel. There should be no other channel on any subject 

A field commander relies on the Washington organization for his support. 
Under him in the field are three service commanders, for Army, Navy, and Air. 
These take their orders from him with regard to their joint operations in combat 
and their several missions in the theater. Each reports to the commanding 
officer of his service, in regard to his supplies, men, and equipment, and also in 
regard to the way in which he conducts his affairs in the furtherance of his 
assigned mission. There is no need for confusion here when matters are clearly 
defined. We have proceeded far in this manner of handling combined forces in 
the field; in fact the relationship of officers of the three services in the theaters 
is now better than it has ever been. We can keep it so, if we render lines of 
command entirely clear 

There is a confusion of titles, for the commanding officer in each service is 
called its chief of staff. This has come about historically, for Congress has been 
reluctant to recognize the need for a single military commanding officer in each 
service, and now has the reality without the title. This is also why our senior 
planning body is called the Joint Chiefs of Staff. But functions are more im- 
portant than titles. The point is that we now have our senior planning body 
made up of the commanding officers of the services. This involves several dis- 
advantages. The individuals are overburdened, and do not have time for con- 
structive thought of the highest order. It is difficult for them to keep their staff 
and command functions separate in their minds; in fact they have confused 
them severely. The members of our senior military planning body must rise 
above narrow service interests, if we are to have a modern unitary military 
program, instead of a confused mixture of three partial incomplete programs, 
and it is difficult for service commanders to acquire this point of view. It would 
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be better if the membership on JCS were separated from command in the 
services 

Army, Navy, and Air Forces in the field should be under officers of their own 
services, subject to coordinating control by the theater commander. They should 
wear their separate uniforms. Their traditions, methods of fighting, equipment, 
and supplies are different ; and they handle them best themselves. We also wish 
to preserve that highly important asset—the esprit de corps of the separate 
services. The field commander of a theater of war has stepped beyond the 
affairs of a single service and commands all three services. He should by no 
means report to the commanding officers of his service in Washington, for to do 
so would be to lose sight entirely of his more general responsibility. 

The matter of the uniform is not trivial, it is very important. There should 
never be such merger of our fighting forces that we lose the traditions of a 
fighting Navy, the vigorous spirit of our Air Force, the pride of the Army which 
bears the brunt of battle on the ground But the different uniforms should not 
blind us, in these days of modern warfare, to the necessity of creating a genuine 
unification at the point where unification is essential to performance of combined 
efforts. To mark this it would be weil if all officers of the JCS organization, 
and all theater Commanders and their immediate staff, wore a distinctive uni- 
form of their own. 

Should there be a single military chief in Washington, commanding all the 
forces in the field? It would be a mistake, and public opinion is opposed to it. 
A military commander in Washington would be far more likely to interfere with 
the proper operations of a theater commander, than would a civilian Secretary 
of Defense, and both sorts of interference are dangerous. Coordination of effort 
between theaters is far more political and economic in nature than it is mili- 
tary. Moreover the distrust of the idea of a single military man commanding all 
men in uniform is deep-seated, and has a valid basis. The fact that military men 
generally subscribe honestly to the principle that the military power in a 
democracy should be subordinate to the civilian authority, should not blind us 
to the danger that an ambitious and ruthless officer, in the supreme post of com 
mand, might defy the regular procedure by which our democracy functions. We 
confer power of this magnitude in this country only by the popular election of a 
President who is Commander in Chief. There is no need for us to depart from 
this sound doctrine in order to have an effective military organization, in peace 
or in war. 

I could go on, for there are many details of organization which might be 
treated. But the essential core is this: We do not now plan well. It is essen- 
tial for our safety that we do so. For this purpose we must by law insure that 
we have a senior military planning body, with appropriate membership, ade 
quately supported, which securely separates the functions of line and staff, having 
the wisdom to join in its deliberations the best minds in the country, rising above 
service interests to provide us with the unitary military guidance which this 
country sorely needs, capable of so coordinating and channeling our vast ex 
penditures that the free world may become so strong as to thoroughly discourage 
attack of any sort, preserving that subordination of the military to the civilian 
authority which is the keystone of our democratic system, and thus insuring 
that we may defend ourselves well in a hazardous world 

It is essential that we thus plan with wisdom. For, on the effectiveness with 
which we now plan will depend our whole future destiny. We will now determine 
whether this country, loving freedom, understanding the ways of prosperity, 
devoted to peace but determined to protect its way of life whatever the hazards 
or the sacrifices, will now move on to happier times. We will determine whether 
this college, and all that resemble it, indeed all of the ways in which freemen 
voluntarily associate themselves in worthy causes, may have opportunity to 
bring to the race of men those blessings which can be ours. It is essential that 
we now plan wisely, for if we fail we may not plan long in any sphere 


OPINIONS NOT CHANGED SINCE OCTOBER 11, 1952 


Mr. HorrmMan. If we have the Doctor’s statement that the views 
expressed in the Tufts speech are still his today. 

Dr. Busn. I haven’t changed any of them, sir. 

Mr. Horrman. The reason I made that statement is it is more in 
detail. 
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SOLUTION NEEDED 


Dr. Busn. It is. I have been quite emphatic, and I will continue 
to be quite emphatic, in advancing my own thoughts as to how I think 
the situation should be cured, but my insistence is primarily based 
on the fact that we should find a solution. I would be happy indeed 
if someone can offer one that is better, and would promptly support 
it. I do not hold rigidly to the details, but I certainly am insistent 
that we are at the point in this country’s history where we need to do 
something if our planning at the top is to be adequate, and the Nation 
is hence to have a reasonable measure of security. 

Mr. Bonner. That will conclude your main statement / 

Dr. Busn. Yes, sir. 

Mr. Bonner. Mr. Hoffman, any questions / 

Mr. Horrman. Yes. 

We can all agree with you that we need to do something, but very, 
very briefly, just what do we need to do in the way of planning ? 


USE OF PRESENT LAW 


Dr. Busu. I think there are a great many things than can be done 
under the present law. 

Mr. Horrman. You mean the Defense Act of 1947, as amended / 

Dr. Busn. Yes, sir. 


NEED FOR UNITARY ADVICE 


I believe that we could do a great deal if the incoming Secretary of 
Defense thoroughly backed by the President of the United States in- 
sisted that the Joint Chiefs of Staff give unitary advice to them, that 
they refrain from getting into minutia which are not important enough 
to warrant their attention and that they confine their discussions and 
their recommendations to military matters, and not matters of general 
national policy. 

Mr. Horrman. Let me interrupt you. Military matters—I suppose 
vou include resources. 

Dr. Busn. I include such things as the planning of an adequate 
air defense for the continental United States, North American con- 
tinent. IT include such matters as plans for supplying Europe and our 
troops overseas in the event of war. 


FEEDING OUR ALLIES 


Mr. Horrman. And you said in your Tufts speech, “Feeding our 
allies.” 

Dr. Busu. Quite right, sir, because we must not only supply our 
troops overseas in case of war, but we must also supply the civil popu- 
lation of our allies with food. 


PLANNING OF HOME OPERATIONS 


Mr. Horrman. If I may interrupt as you go along to make my 
participation shorter, does that include, in your mind, the planning 
of operations here at home which have to do with production not only 
of munitions of war, but clothing and transportation? , 
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Dr. Busn. Oh, certainly, it includes that, but the points on which 
I think greatest military attention are needed at the moment is the 
means of supply. This isa matter in which the Army, the Navy, and 
the Air Force are all very definitely involved, to supply Europe 
against the threat of marine mines, submarines, and bombs dropped 
from high-altitude aircraft, which may in the next war put us In as 
serious a situation as we were during the last war, when it appeared 
that the possession of a fleet of submarines by our enemies might lead 
to our losing the war in spite of all the things we could do on land. 

It is an exceedingly difficult problem, and all the services are giving 
close attention to it. 

I believe it is especially a problem in which the Joint Chiefs of 
Staff need to give the unitary leadership, the unitary plan, to insure 
that each service knows what part of the problem resides in its terri- 
tory and to assure that each service does its full part. 


PLANNING PRODUCTION OF MILITARY AND CIVILIAN GOODS 


Mr. Horrman. Then does your plan also include some organization 
here at home which will determine how much we can produce not 
only of munitions of war but of civilian goods ? 

Dr. Busu. For every military program that the Joint Chiefs con- 
sider, no matter what it is, there Is the auxiliary program of produc- 
tion and supply for that purpose. 


STRENGTH OF OUR ECONOMIC SYSTEM 


Mr. Horrman. That is how much our economic system can stand ? 

Dr. Busu. Let me answer that question at some length, sir, because 
I think I will ge to the heart of the matter that is in your mind. 

Certainly the military should provide for every program that we 
have, whether it is the air defense of the North American Continent, 
or whatever it may be, the military requirements, the necessities of 
the military for the carrying out of that plan, in terms of production 
and weapons and supplies. But, as you have noted, no such plan can 
be made without taking into account the economic strength of the 
country and the extent to which we can produce without rendering 
ourselves bankrupt or worse. 


RELATIONSHIP OF JOINT CHIEFS OF STAFF TO NATIONAL SECURITY COUNCIL 


The Joint Chiefs of Staff are not in a position, in my opinion, to 
judge what this country can do economically or how far we should go, 
how far the Defense Department should go in asking for appropria- 
tions that will be a tax on our economy. I believe that that problem 
needs to go before the National Security Council where the thoughts 
of Defense, State, and Intelligence, and various other groups can be 
brought to bear to formulate national policy. However, it should go 
there with firm and concrete studies from the Joint Chiefs of Staff on 
the military aspects of the whole problem. 

I also believe that the Joint Chiefs of Staff in preparing the mili- 
tary part of the program need to give consideration themselves to 
many economic problems, although they should not decide them. In 
so doing, they can always have the help in this country of the best 
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minds in business or economics or in the professions, if they call for 
it. Hence I believe that one feature of a revised Joint Chiefs of Staff 
organization would be that they would call for aid and counsel from 
civilians in various walks of life, whenever they have problems that 

“ach be yond the immediate military considerations, in order that con- 
side ‘ration of the military problem may be taken in the light of broader 
considerations. 


STUDIES OF PLANS ON OUR ECONOMIC STRENGTH 


Mr. Horrman. Do you know of any plan that has ever been ad- 
vanced or any study has ever been made which would give us any 
light as to how much the economic structure could stand ? 

Dr. Busn. I know a good many individuals who seem to have strong 
thoughts on the subject, but I do not know of any organized study by 
Government on that matter. 

Mr. Horrman. Or of any report that was ever made to Congress or 
to a congressional committee which would give us any light as to 
whether any particular plan by the military organization could be 
safely carried out by our people? 

I mean now not the military end of it, but the economic end of it. 

Dr. Busn. I think there have been some studies by the Twentieth 
Century Fund and the Brookings Institution. Whether they are di- 
rectly on that point or not, they are closely auxiliary to it. I would 
have to check to be sure that I am correct on that point. That is my 
impression. 

Mr. Horrman. Do you recall that former President Hoover said 
something about. that ? 

Dr. Busu. I remember he did. 

I do not know any study by any Government agency that has been 
fully comprehensive in the sense that you have in mind. It seems 
to me that the place for such studies 





STUDIES BY NSRB 


Mr. Bonner. Has the NSRB ever made such a study? Aren’t they 
supposed to make such a study ¢ 


DUTIES OF NATIONAL SECURITY COUNCTI 


Dr. Busu. IT was going to say that the place where such a study 
should reside is in the National Security Council. That is the proper 
place for it. I do not know of any such study by them. TI said to 
you a moment ago that I have been out of Government. for several 
years and hence my impressions of how the Joint Chiefs of Staff 
operate is obtained from my experience of several years ago when 
I was working ec oe ly with them. 

Mr. Bonner. I didn’t want to interrupt Mr. Hoffman, but I wanted 
to get that point in. 

Dr. Busn. Similarly, I do not know in detail the operations of the 
National Security Council, but I have never seen any evidence of a 
study of that nature by them. 
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STUDIES ON MILITARY VERSUS CIVILIAN NEEDS 


Mr. Horrman. We are hearing about plans for the military, for 
the defense of our country; but, so far as I know, in the last 18 years 
there has never been any planning by any Government agency which 
would indicate to the Members of Congress how much we could appro- 
priate to carry out the plans advanced by the military forces; that 
is. as to whether the Nation’s economy could furnish the shoes, the 
food, and the clothing and all those things which the armed services 
might need and at the same time keep our people at home clothed 
and fed. Do you know of any studies? 

Dr. Bus. I do not know of any comprehensive study by Govern- 
ment that has been made public, at least, that covers that ground as 
fully as you evidently have in mind. Many auxiliary studies have 
been made that contribute to it. 


ECONOMIC CAPABILITIES 


Mr. Horrman. Isn't it essential to every plan for the military that 
we should first learn whether we are, from an economic standpoint, 
capable of completing it ¢ 

Dr. Busu. That is why I think military planning should be done 
in the Joint Chiefs of Staff; that our national planning, as far as 
defense is concerned, should be done in the National Security Council, 
which cannot operate to advantage unless it has clear-cut military 
recommendations and plans before it. 

Mr. Horrman. One reason for my question is that I have never 
seen any defense outline of any plan indicating how far we must 
extend our line of defense around the world and also indicating the 
effect of that extension upon our economy. ‘They say we must defend, 
for example, let us say, Korea, or any other outpost, but has anyone 
ever made a study and a report as to what it would require to defend 
this line of defense, as they call it, which, it is said, is to contain com- 
munism; what it would cost in the way of natal things other than 
munitions of war? 

Dr. Busu. As I say, I do not know otterg my own personal contacts 
what studies have been made recently by the Joint Chiefs of Staff; 
but, when you join with it the economic and = question of what this 
country will be willing to do in the way of sacrifices and be able to 
do, then I certainly know of no study that is ‘soemeaiiuadts enough 
to include that. 

Mr. Horrman. Wouldn't that seem to be the thing that would be 
first, or at least go along hand in hand with any foreign policy or 
military planning? 

Dr. Bus. I think that is very important; that it is essential, but 
I also feel that it cannot be done adequately unless the part of it that 
is concerned with military planning is well done. 

Mr. Horrman. I think I agree with you on that; but do you know 
of any instance in history, for example, where any military com- 
mander ever contemplated an aggressive action or a campaign of 
invasion where he didn’t first determine what he had to support him 
when he got started ? 

Dr. Busu. I think we might find a few cases in history where they 
just played it by ear as they went along. 
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Mr. Horrman. They failed; didn’t they? 

Do you know of any such instance where there was success in the 
end / , 

Dr. Busn. No: not offhand. 

Mr. Horrman. It is acknowledged—isn’t it?—that one of the 
reasons for Napoleon’s failure in Russia was the lack of sustaining 
forces behind him—I mean in the way of food, clothing, and 
transportation. 

Dr. Busu. It was the Russian winter, no doubt, which he didn’t 
take account of properly. 

Mr. Horrman. And he needed more clothing than he figured on. 

Dr. Busu. Right. 

Mr. Horrman. That was one reason Hitler didn’t get through into 
Moscow; wasn’t it ?—that he didn’t have transportation ¢ 

Dr. Busu. There were a good many reasons for that. 

Mr. Horrman. We get to the conclusion that it is rather futile to 
plan for our military affairs unless we make sure that your economic 
situation behind is sound. 

Dr. Busu. I agree that military and economic planning must go 
together, and I feel the essential ingredient of this is sound military 
planning. 


DR. BUSH TESTIFIED ON NATIONAL SECURITY ACT 


Mr. Horrman. You were a witness before the committee which re- 
ported the National Security Act of 1947. I find some 21 pages of 
testimony which you gave. You approved that bill? 

Dr. Busn. es (See he: arings on the National Security Act. of 
1947 (H. R. 2319). pp. 549-570.) 


SECURITY ACT A GOOD STEP 


Mr. Horrman. It didn’t answer the problem: did it? 

Dr. Busu. It went as far as we could go safely and with assurance 
at that time. We have had 5 years of experience since that time and 
we have learned a good deal, and I think we are ready for the next 
step 

Mr. Horrman. I hope we have learned something. 

Dr. Busu. Lam —_ I have. 

Mr. Horrman. I do not know of anyone who hasn’t. 

You think we should have what changes in the present supreme 
authority of the Joint Chiefs of Staff?—divorce them from the 


services 7 


JOINT CHTEFS OF STAFF SHOULD NOT GIVE ORDERS 


Dr. Busu. I think all orders by the Joint Chiefs of Staff should be 
abolished. 

Mr. Horrman. You think what? 

Dr. Bus. I think no orders should be given by the Joint Chiefs 
of Staff. I feel all their acts should be recommendations to the 
Secretary of Defense. 


RELATIONSHIP BETWEEN SECURITY OF DEFENSE AND PRESIDENT 


Mr. Horrman. Why do you want a Secretary of Defense when the 
President is Commander in Chief and exercises that authority? Be- 
cause there is too much work ? 
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Dr. Busn. Because the President of the United States is going to 
be a very busy man, and he most certainly needs deputies in every 
area of his operations, no more so than in defense. 

Mr. Horrman. Why couldn’t he take the recommendations and 
suggestions these Chiefs of Staff give just as well as to have this 
man in between ? 

Dr. Busn. He could if he had about 36 hours in a day, but I do 
not think the President of the United States under our present com- 
plicated system of government can have any too much support. He 
must be supported at every point by the best deputies and the best 
aides and the best secretaries that he can find. 

Mr. Horrman. Doesn’t the Secretary of Defense have too much to 
do so he couldn't do it under the President ? 

Dr. Busn. No, sir; I think not. 

Mr. Horrmi.n. Why not let the Secretary of Defense do it rather 
than establish another Assistant at $19,000 a year? 

Dr. Busn. The Secretary of Defense should not issue orders to 
the Defense Department which involve military operations except 
with the advice of a senior military advisory group which is the 
Joint Chiefs of Staff. but I do believe that nis orders should be in 
his name and that the Joint Chiefs themselves should refrain from 
themselves exercising command, which, in my opinion, is quite incon- 
sistent with the proper staff and advisory functions. 


WOULD MAKE JOINT CHIEFS OF STAFF ADVISORY 


Mr. Horrman. If I understand you correctly, you would retain 
these Joint Chiefs of Staff as advisers? 

Dr. Bus. Yes, sir. 

Mr. Horrman. They would advise the Assistant Secretary ? 

Dr. Busn. No; the Secretary of Defense. 


IMMEDIATE NEED IS TO MAKE JOINT CHIEFS OF STAFF A STAFF AGENCY 


Mr. Horrman. Then why not let the Secretary of Defense make 
the decisions instead of having this new man, the Assistant Secretary, 
in-between ? 

Dr. Busn. I haven’t recommended anyone in-between. I think the 
Joint Chiefs of Staff should report directly to the Secretary of De- 
fense, and on important matters those recommendations most cer- 
tainly should also go to the President, so the Secretary of Defense and 
the President may confer before orders are issued. 

Mr. Horrman. Then, to implement your plan and idea, what do 
they need right now / 

Dr. Busn. We need to make the law so the Joint Chiefs of Staff 
become a staff instead of part of the line organization, so that the 
members of the Chiefs of Staff are freed from their command duties, 
so that they will have time for their planning functions. 

Mr. Horrman. So, they would practically be retired military men? 

Dr. Busn. No; they would be very active, very active, indeed, be- 
cause the functions of advice, the functions of recommendation, are 
just as strenuous as the functions of command and just as important 
as any command functions. 

Mr. Horrman. They would be men taken from the service, then? 

Dr. Busx. Most certainly. 
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Mr. Horrman. But out of the line of command? 

Dr. Busu. Quite right. They would ordinarily be men for whom 
this would be the last service before retirement. 

Mr. Horrman. You would extend their period of service beyond 
one administration ? 

Dr. Busn. I am inclined to believe that they ought to be appointed 
for a 4-year term. 

Mr. Horrman. What are they to do if you take them out of the 
military and put them in the Joint Chiefs of Staff? They are out 
of military service; are they not? 

Dr. Busn. At the end of their service ? 

Mr. Horrm,n. Yes. 

Dr. Busu. Ordinarily, that ought to coincide with their time of 
retirement, 

Mr. Horrman. I am greatly interested in your remarks at the col- 
lege and at this time also interested in your recommendations as to 
how we can bring about this organization which will answer vour criti 
cisms, because in that talk you said that you weren't criticising anyone, 
and then went on and said that our military planning at the very top 
is done by the Joint Chiefs of Staff and at present its organization is 
such that it violates many fundamental principles of sound organi 
zation. 

IT just don’t know what you recommend the Congress should do. 


ORGANIZATION IS UNSOUND 


Dr. Busu. The organization is unsound, not the individuals. I 
have no criticism of the individuals. 

Mr. Horrman. What is unsound about the organization 2 

Dr. Bus. I think it is unsound to have our top planning done by 
the commanding generals of the separate services or the senior ad 
miral in charge of naval operations. 

Mr. ne iN. That is in accord with your original statement. 

Dr. Busu. Yes, sir. 

Mr. Horrman. And will you again repeat who should select those 
individuals? 

Dr. Bi SH. Those individuals eases be selected in the same Way 
that. the Joint Chie fs of St: iff are now si lected. L be lieve they are 
appointed by the President and ¢ aie by the Senate; are they not / 

Mr. Mraprer. Aren’t they automatica ly members of ‘the Chiefs of 
Staff ? 

Dr. Busu. Yes, but they are appointed to both posts at the same 
time; yes, sir. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. I merely want to make this statement, Dr. Bush: that 
I am a great admirer of yours and your writings. I have been par- 
ticularly impressed with a book you wrote back in 1946, I believe. 
right after World War II, entitled “Modern Arms and Free Men.” 

Dr. Busn. I think ” was a little later than that. 

Mr. Curtis. Was it around 1947? My copy is dog-eared, and I 
have the greatest aie ation for your views, and I am most happy to 
hear.them. I have nothing I can add. I am listening. 

Mr. Bonner. Doctor, on the question just raised that there had 
never been any research or survey made to determine just what the 
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country was able to produce economically so as to sustain a war effort, 
did you hear Mr. Small’s testimony ¢ 

Dr. Bust. No, sit 

Mr. Bonner. The Chairman of the Munitions Board ? 

Dr. Bust. No, sin 

Mr. Bonner. I take it you are familiar with the Chairman of the 
Munitions Board’s duties and responsibilities. 

Dr. Busnu. Yes, sir. 

Mr. Bonner. I was interested in the dialogue between you and Mr. 
Hoffman because I gathered that the Munitions Board had recently 
done something along the lines of what you and Mr. Hoffman were 
talking about, if I understand this language. | Reading:] 


Therefore, we have taken a new approach to provide a sound mobilization 


production program which would be in the realm of feasibility and which would 


give us the proper guidance upon which to base our decision in production plan 
ning for mobilization. To accomplish this mobilization production program, I 
discussed with the Joint Chiefs of Staff a new method by which we could obtain 
a feasible mobilization production program, After receiving their concurrence 
I requested the civilian control agencies to give to the Department of Defense an 
indication of how much production the Department of Defense could receive 
from the civilian economy in the first 3 years of a war, with an assumed M-day. 

Isn’t that just what you were talking about ? 

Dr. Busu. It certainly is a very important part of it, sir. 

Mr. Bonner. I thought it was what you cities were talking 
about. You s: _ there had never been that approach. 

Dr. Busu. 1 do not think it is quite the whole thing. 

Mr. Bonner. It seems to me they are making that approach. 

Dr. Busu. They are making } import: ut studies, I have no doubt, that 
are auxiliary to the main question. 

But I still feel that the final meeting of minds and the final deci- 
sions, the final establishment of policy, must come by a decision of 
the President of the United States based — his advice from the 
National Security Council; and before the National Security Council, 
as they consider the matter, should be strong military plans, strong 
economic studies, and the estimate of the capabilities of the enemy 
as far as our intelligence can provide, as well as the relationships 
with our allies and their possibilities, which is involved not only 
with diplomatic relations on which the State Department would be 
represented but is involved also with studies of the economies of those 
countries on which now our military and MSA have a great deal of 
information. 

I believe that this great question of how far we today should go 
in speed of arming ourselves, from a military and an economic stand- 
point, can only be decided at the point where all of these points are 
brought together for appr aisal and integration. 

Mr. Bonner. I think that is about what he said. He said after 
they had gathered this information, received from the Joint Chiefs 
of Staff what they required, then they took this information and 
divided it up. 

What would be available and what could be produced, leaving that 
part to the economy, the civilian economy, and giving the Joint Chief 
of Staff that part which they could spare, and tell them now you 
will have to do it with this. That was about what he said. 

Dr. Busu. I think that is very important, Mr. Chairman, but I still 
feel that is not the whole answer. 
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Mr. Bonner. That is an approach to the idea you have. 

Dr. Bus. That is an approach, and a beginning. 

Mr. Bonner. You are saying that this never had been done. That 
was the only reason I called it to your attention, 

Dr. Busn. I think not. What I intended to say at least was this— 

Mr. Bonner. I thought there had been some surveys in the past 
made of the possible maximum productivity of the country as to 
dividing it up between civilian and military, what each share would 
be in total all-out war. 

Dr. Busu. I think there have been many studies which are aux- 
iliary to it. 

Mr. Bonner. I remember the startling figure I heard before World 
War II. I heard a high officer testify as to how much the civilian 
population would have to give up. We did give it up, and the in 
genuity of the American people increased production. None of us 
starved, and: we carried on the greatest world-wide effort that has ever 
been dreamed 

Mr. Horrman. If you will yield there, Mr. Chairman, what you say 
with reference to the testimony of this other witness is all very well, 
but the question I asked the doctor and which I understood him to 
answer, was whether insofar as he knew—and insofar as I knew— 
no Government agency has ever given us, the Congress or any com- 
mittee of Congress, even an estimate as to how many bushels of wheat, 
of potatoes, or anything of that kind, how many tons of freight for 
transportation could be handled, any of these things upon which our 
economy depends, which we could safely produce in support of any 
military plan. 

Has anyone ever said how many ships will be required to transport 
how many men to the line of defense where we are to contain com 
munism ¢ 

Mr. Bonner. Yes. Before the Merchant Marine Committee, of 
which I am a member—— 

Mr. Horrman. Cite me a report where I can see the figure. Tell 
me or have the staff tell me how many men can be safely drafted 
or enlisted from our popul: ition, 

Mr. Bonner. Don’t go into too many fields. 

Mr. Horrman. They are all similar. 

Mr. Bonner. They came down before this Merchant Marine Com- 
mittee and brought in this tremendous figure of ships we would pro- 
duce. It was be yond the imagination of the committee at that time. 
But there has been a lot of examination since the production; never- 
theless, the ships were produced and we have more ships now. They 
are running out of our eyes and ears, all around the ports of the 
United States, where we have this reserve fleet. 

The departments of the Government have predicted how much 
we could produce. The Agriculture Department has made predic- 
tions with respect to food. I wouldn't argue this question. 

Mr. Horrman. They do not know until after Congress makes an 
appropriation how many millions of bushels of anything they are 
going to ship across under the Marshall or similar plans. 
~ Dr. Busn. I think my only point, Mr. Chairman—— 

Mr. Bonner. This is certainly a wholesome discussion. It brings 
lot of thoughts to our minds, yet I think in some cases if we refer 
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back, individually, to things we know about, we know that some esti- 
mates were made. 


STUDIES SHOULD BE FOCUSED IN NATIONAL SECURITY COUNCIL 


Dr. Busu. I think the only point that I can add to this is that 
while there have been made many studies, that these need to be brought 
together in the National Security Council in order that all these things 
may have a focus. 

Mr. Horrman. The Congress doesn’t know what we have in Korea 
now. Why tell us what we have to have? 

Mr. Bonner. I thought a lot of this information was brought to 
the doctor’s attention while he was rendering valuable service to the 
country during the war. 


JOINT CHIEFS OF STAFF SHOULD REPORT TO THE SECRETARY OF DEFENSE 
AND THE PRESIDENT 


Would you permit the members of JSC to report directly to the 
President and the Congress under your plan? 

Dr. Busun. To Congress ? No, sir. I would have the Joint 
Chiefs of Staff report to the President and to his deputy, the Secre- 
tary of Defense. 

Mr. Bonner. How would you get it down to the Congress ? 

Dr. Busn. As the Joint Chiefs of Staff are part of the executive 
branch of the Government, their relation to Congress should be the 
same as the relation to Congress of any other part of the executive 
branch of the Government. 

Mr. Bonner. Are you finished, Mr. Hoffman ? 

Mr. Horrman. Yes, except I want to reassert my statement that 
neither the people nor the Congress has ever been told what the pro 
posed military operations will cost them, either in food, clothing, men, 
or anything else, what they must have, if we are to continue as a free 
nation. They go ahead and start a fight without figuring the cost or 
ability to win without bleeding us white as a nation. If Stalin can 
suck us into enough wars, he can destroy us as effectively by exhaustion 
as by battle. 

Mr. Curtis. Mr. Chairman, I would like to make this comment, and 
to get Doctor Bush’s reaction. I think there have been studies, of 
course, of detailed things such as you suggest, but what the doctor is 
suggesting—and Mr. Hoffman is suggesting—is that there has been 
no aggregate study, for instance, whether your tablecloth would cover 
the whole thing. You pull it over here to get your ships, and you might 
not have enough on the other side. 

Furthermore, what is being done in the global outlook, because we 
have allies and so forth, and how are we going to fit that into the 
picture which is all part of this planning that must be done. 


APPROPRIATIONS AND ANNUAL EXPENDITURES 


At least I do not know of any studies, as Mr. Hoffman has main 
tained, and he does not know of any. In fact, that is a big argument 
that goes on before the Congress. Here we have appropriated and 
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have unspent on our books over a hundred billion dollars, and yet we 
are informed by Mr. Wilson, on one of our committee hearings, that 
the most our production can give the Armed Forces in end items 
they were getting it up to around $40 billion at that time a year—they 
were around $30 billion. It is ridiculous what the Congress has been 
doing. 

Some people say those are long-lead items, yet we are confronted 
with a proposition that the Constitution says we cannot ap propriate 
money for the Army beyond Z years. We have done it, and nobody 
has said anything about it or tried to fit it into our basic constitutional 
structure. 

Mr. Horrman. Mr. Chairman, I will try to end my participation 
in this matter by this very brief statement. In this Resources for 
Freedom, volume 1, June 1952, which is evidently what you have in 
hhh na and, of course, we are all familiar with many of these studies 
the very first sentence is this question : 


Has the United States of America the material means to sustain its civilization? 


The answer of all these boards, all these committees, always is 
‘Yes, we can safely go to war.” My point is that they haven't any 
figures before them at the time when they come up with that answer 
as to what we are going to do, or what it will take for the doing. 

I have enough money, you say, to go downtown to buy some gro 
ceries, but I do not know until I see my wife and know what I am 
going to have to get for her. So what is the use of my saying I have 


the dough. 


SURPLUSES AFTER WORLD WAR II 


Mr. Bonner. The answer was giving here today that we haven't 
enough materials, natural resources. It was pointed out here today 
that we lack about 30 or 40 percent of the metals necessary in the 
United States. 

I make this one observation: I do not know what studies and re 
ports have been made, but as World War IT came toa close we had 
more surplus property than anybody ever heard of in the world, and 
it has got more people into trouble and has ke pt this subcommittee 
\ orkine for oe time to see what has been done to it and who got 
the most. out of | 

Mr. anna And it hasn’t been paid for and we are still in 
world war ITT. 

Mr. Bonner. We didn’t know what to do with it. 

Mr. Horreman. Who knows when or how we are going to pay that 
debt of S250.000,000.000 ? 

Mr. Bonner. It was created for the purpose accomplished. 

Mr. Curtis. There is another comment, too. You said we produced 
it. But I am still wondering—and there are a lot of people in this 
country wondering—whether we produced it and so strained our 
economy that we haven't actually permanently injured ourselves. 
Maybe we haven't, but at least that is a question. 

Mr. Bonner. We had the doctor here to testify about what we 
should do. 
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NEED FOR GOOD MILITARY PLANNING 


Dr. Busu. Mr. Chairman, IT am enjoying this discussion very 
much. The only point I would emphasize in it is that in order that 
our planning over all should be sound, we must have good military 
planning, and that is where my primary attention has been directed. 

Mr. Bonner. I agree with you, and I think all of us on this sub 
committee agree with you. 

Mr. Meaper. I would like to get into this discussion, too, but I do 
not think Dr. Bush 

Mr. HorrMan. Needs to stay. 

Mr. Meaprer. Should be belabored with things that we can say 
amongst ourselves. His time is valuable. I was very much interested 
in your approach which is somewhat different than has been suggested 
by witnesses that we have heard in the last few days, Dr. Bush. 1 
think I can agere wholeheartedly that certain lines of authority and 
delegations of power and a clear understanding of who has authority 
to do what is necessary in any administrative agency and perhaps this 
is a good time to discuss it. when we have one of the leading industrial- 
ists coming down here to take over the ver ry de spartme nt we are talking 
about. 


JOINT CHIEFS OF STAFF RELATIONSHIP TO CILAIRMAN 


I notice your statement that the Joint ¢ _ fs of Staff should report 
through their Chairman to the Secretary of Defense in the first in- 
stance, and you also mentioned the President. I believe that that is 
somewhat different than the present situation, is it not, where the Joint 
Chiefs of Staff report directly to the President, or do they 4 

Dr. Busu. I believe thev can, ves. 

Mr. Meavrer. But you would have them report to the Secretary of 
Defense and not re that official ? 

Dr. Busu. I would, but I do not think the point is of ve ry great 
moment for this reason: I think when we are operating in this country 
in the way that we should be, and the way, in fact, that I think we have 
been, and we will be, the Secretary of Defense and the President will be 
so close together on all matters th: at involve the milit: ary that what one 
knows, the other kn 1iOWS: and | bel eve thi: when the See reti ry ot 
Defense receives a report from the Joint C hiofe of Staff, it should be 
assumed that, if that report is of sufficient moment. the President. will 
have it also. 

So I do not think we need to split hairs on that matter. Ce rtainly, 
also, we should not have too much formalism. I say that the formal 
situation should be that the recommendations of the Joint Chiefs of 
Staff should be transmitted to the Secretary ot Defense through the 
Chairman, but this does not prec lude discussions between the Secre 
tary of Defense and the Joint Chiefs of Staff, or between the President 
and the Joint Chiefs of Staff, where the President or the decnutnts or 
both ean learn in discussions the individual views of all the members. 

I believe that wise administrators will always confer with their 
advisers in that way. 


ocean. Ke 9« 
26665— 53- oe 
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DECISIONS BY CHAIRMAN OF THE JOINT CHIEFS OF STAFF 


Mr. Meaper. You made the point also that the Chairman of the 
Joint Chiefs of Staff should be strengthened so that in the event of 
disagreement between the representatives of individual services he 
could make a final determination, regardless of what their individual 
views were: is that correct ? 

Dr. Busn. He wouldn’t make a final determination. 

fr. Mreaper. Or a final recommendation. 

Dr. Busu. A final recommendation. I think when he made his 
recommendation, he ought to accompany it with the individual opin- 
ions of his chiefs, if they disagree, so the Secretary of Defense will 
have before him the whole document, but the recommendations of the 
Joint Chiefs of Staff should be clearly on military matters. 

On a military matter a civilian Secretary of Defense hesitates 
greatly to overturn his military advisers and hesitates also to decide 
between them when they differ on military matters, 

When, therefore, the Secretary of Defense is confronted with a 
divided opinion on the part of the Joint Chiefs of Staff, I believe he 
is entitled to have a chairman of the Joint Chiefs of Staff who will 
sit with him and give his individual opinion in addition for the guid- 
ance of the Secret: ry. 

Mr. Mraper. I am a little concerned about the way you are going to 
select these members of the military planning Joint Chiefs of Staff. 
Youe mph: isize the necessity of separating them from those who have 
administrative responsibilities over each of the separate services. 
How would you select these individuals? 


ARMY CHIEF OF STAFF IS COMMANDING GENERAL 


Dr. Bust. I would select them in just the way the commanding 
generals of the services are selected. We have a strange situation in 
terminology. The Chief of Staff of the United States Army is really 
the commanding general of the United States Army. 

He is the senior military officer who under the Secretary of the 
Army commands all of the military personnel. We call him the Chief 
of Staff for historical reasons. I would get away from that terminol- 
ogy and call him the commanding general, which he is. 

I would eall the members of the Joint Chiefs of Staff, Chiefs of 
Staff. I would make the appointments, however, in exactly the same 
Way as appointments are now made, The essential point is this: 
Any man who sits either as a member of the Joint Chiefs of Staff 
or the commanding general or admiral of the service should be a 
man who is utte rly accept sah; to the Secret: ry of Defense and the 
President. Hence, the President, upon the recomemndations of the 
Secretary, should make those appointments, with the consent of 


(Congress. 

Mr. Mraper. Our subcommittee has been primarily interested in 
supply or logistics, or whether or not there could be an elimination of 
duplication as to common-use items. 








si 


Ce 


oe 


FEDERAL SUPPLY MANAGEMENT 329 


BEARING OF JOINT CHIEFS OF STAFF ON LOGISTICS 


Would your view of the role of the Joint Chiefs of Staff have any 
bearing whatever on that problem / 

Dr. Busu. I think that is something which has a great bearing 
indeed on it, because it seems to me, if we have unitary plans, unitary 
military plans, for unitary action by the services, prepared by the 
proposed Chiefs of Staff in such a manner that we can have full con- 
fidence, it will make it much easier to handle the methods of supply 
in such a manner as to eliminate any difficulties that may exist at the 
present time, because of overlap and duplication. 

Mr. Meaper. That is all. 

Mr. Bonner. Any other questions? 

Mr. Curtis. No questions. 

Mr. Horrman. No questions. Dr. Bush. please accept my thanks. 

Mr. Bonner. Thank you very much, Dr. Bush. We appreciate your 
being with us. 

Dr. Busu. I was very glad to be with you. 

Mr. Bonner. The subcommittee stands adjourned. 

(Whereupon, at 4:50 p. m., the subcommittee was adjourned.) 








APPENDIX 


(Letters received by the subcommittee follow :) 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE UNDER SECRETARY, 
Washington, D. C.,, December 16, 1952. 
Hon. HERBERT C. BONNER, 
House of Representatives. 

Drar CONGRESSMAN BoNnNeER: During the course of the hearing on December 
5, 1952, before the subcommittee of the Committee on Expenditures in the Execu- 
tive Departments, the Army undertook to provide some additional and support- 
ing data. 


On pages 282 and 284 of the transcript (see p. 236) of the hearing statement 





is made that copies of directives will be supplied the committee The copies of 


directives referred to were handed to Mr. Ray Ward at the conclusion of the 
hearing 

On page 319 of the transcript (seee p. 253), Mr. Johnson promised to obtain 
information as to how many items of clothing had been standardized by 
ASTAPA We are informed that ASTAPA has not as vet accomplished the 
interservice standardization of any items of clothing although studies leading 
to the accomplishment of this objective have been initiated. 

In the middle of page 321 (see p. 255), the chairman asked regarding detailed 
support of the Army statement that something like SO percent of the total dollar 
volume of all items currently programed for procurement within the military 
departments have been established as either joint agency or single service respon 
sibility We regret that we have not yet been able to accomplish fully staffed 
figures in support of the quoted statement. We will pursue this matter to conclu 
sion but will not be able to complete that project within as short a time as would 
be required for the publication of your report 

The rebuild program which was the subject of discussion on page 3389 
p. 261) of the transcript is broken down as between rebuild activity in Army 
facilities or those under commercial contract as folloys: 78.5 percent of the dol 
ar value of work presently scheduled will be performed in Army facilities and 
21.5 percent will be performed under commercial contract. These figures apply 
only to work presently scheduled for current performance within the continental 
United States 

With reference to the question raised regarding petroleum inspection on page 
42 of the transcript (see p. 268), 1 find that the distribution is one of geograph 
cal convenience. This appears to be the most economical of the several alter 
natives. If your committee has information to the contrary we would be pleased 
o have the opportunity to examine the matter further 

HAROLD PEARSON, 
Deputy Under Secretary of the Army. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25. D. C.. July 77. 1952. 
Hon. Herpert (C, BONNER, 
House of Re presentatives, 
Deak Mk. BoNNER: At the time I appeared before your committee recently I 


was m aware that the subsistence group of the supply systems study project 
had recently completed a quite comprehensive review of the coffee-roasting opera- 
tions of the Department of Defense A draft report on this study was dis- 


tributed to the departments last month with request for comment by July 21. 
\s soon as the report is ready for distribution, I will furnish copies to your 
CoTmmMmittee 


Sincerely, 


W. J. McNEIL, 


Lssistant Secretary of Defense 





(see 
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DEPARTMENT OF THE ARMY, 
OFFICE OF THE QUARTERMASTER GENERAL, 
Washington 25, D. C., September 19, 1952. 
Hon. HERBERT C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations, 


Committee on Government Operations, House of Representatives. 


Dear Mr. BONNER: Reference is made to the recent visit of members of your 
subcommittee to the Utah General Depot, during the course of which certain 
questions were raised concerning coffee stocks, inspection procedures, and cross- 
servicing arrangements. In accordance with decisions between Mr. Ray Ward 
of your staff, and Brig. Gen. Ira K. Evans, of this Office, there is attached a 
report Which has been compiled to cover these points as well as cross-servicing 
arrangements between the Army and the Navy for furnishing roasted and ground 
coffee to installations on an area basis. 

Since an inquiry was also addressed to Maj. Gen. H. Feldman, USA, retired, 
who met with the committee as a representative of the Assistant Chief of Staff, 

Sincerely yours, 
Wm. J. McDoNAtp, 
Colonel, QMC, Executive Officer 


REPORT ON COFFEE 
AUTHORIZED STOCKS AND INVENTORIES 


1. The policy of the Quartermaster Corps is to maintain a 90-day supply of 
green bean coffee as current operating stocks for all continental United States 
and overseas troops being supported. This aggregates 18 million pounds on the 
basis of present consumption rates and is considered to be the minimum stockage 
which should be maintained to insure an uninterrupted supply on a world-wide 
basis. Factors entering into this determination are that coffee is an imported 
item ; that it is not normal commercial practice to maintain large stocks of coffee 
except as required to meet known demands of civilian firms; and that approxi- 
mately 120 days are required to complete a procurement action and have the 
coffee available in depots to meet supply demands. 

2. Authorized stocks for mobilization reserves of green bean coffee were reduced 
in April 1952 from 24 million pounds, the quantity required for 120 days of 
supply to Army troops both in continental United States and overseas, to a quan- 
tity of 12 million pounds. This figure is not related to any particular current 
requirement but was computed to meet specific requirements based upon mobili- 
zation plans. It is the minimum quantity estimated by the Quartermaster Corps 
as being required to establish pipelines for support of troops in overseas areas in 
the initial stages of an emergency in an unknown location (such as Korea) when 
normal supply lines would be interrupted. This quantity is now on hand and 
rotation will be accomplished through periodic replacement from current stocks. 

8. Current inventories of green bean coffee as of September 1, 1952, amounted 
to approximately 50 million pounds, which is 20 million pounds in excess of the 
total required for both operating stocks and mobilization reserves. The bulk 
of this excess was due to the reduction of the quantity required for mobilization 
reserves and the balance was created by an overestimate of requirements as well 
as by decreased consumption. 

4. At the same time that the authorized stockage was changed. procurement 
action was stopped in order to reduce the inventories to the authorized figure. 
It is estimated that this level will be reached in December and, therefore, fur- 
ther procurement action is not planned until January 1953 with one exception 
A study is currently being conducted to determine what economy could be effected 
through the purchase and direct shipment of coffee to the European command 
If this procedure proves both economical and feasible, purchase action for 
European requirements may be instituted somewhat earlier. Present procure- 
ment plans may also be changed as result of a further study now being made to 
reevaluate required stock levels and the need for mobilization reserves. As a 
result of this study, which is expected to be completed about October 15, re- 
visions may again be made in the authorized stock levels, necessitating further 
adjustment of inventories. 
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INSPECTION 


1. In January 1952 the Quartermaster Corps began an over-all review of 
inspection procedures, the first step of which was to insure effective quality 
control in roasting and blending activities, the objectives being to establis! 
maximum acceptability to the consumer with resultant economy. This action 
has been substantially completed 

2. Inspection of green bean coffee. a less pressing problem, is now under con 
sideratio! It has been determined that although inspection of coffee by the 
National Coffee Association has been satisfactory to date, in order to effect maxi 
mum economy this service should be performed by either the Quartermaster Corps 
or some other governmental agency. The Food and Drug Administration has 
advised the QMC that it is not in a position to provide for quality or special grade 
testing, nor does it intend to establish facilities for such testing. The Depart 
ment of Agriculture has been requested to advise whether it can pro\ ide services 
with regard to inspection of coffee not only for grade and mechanical require 
ments of the specificaiton but also for quality requirements; what additional 
personnel, if any, would be required to perform these services: and what charge 
would be made therefor. In addition the Quartermaster Corps is developing 


data to determine the cost of additional personnel and equipment should these 


services be provided by the Quartermaster Corps. When these studies are com 
pleted, a decision will be made as to whether quality and grade inspection will be 
performed by the Quartermaster Corps or whether the Department of Agricul 
ture will be requested to perform this service, depending upon which of the twe 


methods is the more economical. 
CROSS-SERVICING ARRANGEMENTS 


1. Since 1948 the Army has had cross-servicing agreements with the Navy 
The following agreements initiated by the Quartermaster Corps are presently 
in effect. The roasting facility at the Brooklyn Naval Supply Center supplies all 
continental United States Army and Air Force installations in the First Army 
area (28 Army/Air Force installations) and all overseas commands supplied by 
the New York port of embarkation. The facility at the Oakland Naval Supply 
Center supplies all continental United States Army and Air Force stations sery 
iced by the San Francisco and Los Angeles Quartermaster Market Centers (26 
Army/Air Force stations) and all overseas commands which are the supply 
responsibility of the San Francisco port of embarkation. This includes only 
one-half of the Far East Command requirements, the remainder being supplied 
through the Seattle port of embarkation from the Army roasting plant at the 
Auburn General Depot. In addition, the Army roasting plant at the Chicago 
Quartermaster Depot supplies coffee to Navy Great Lakes activities 

2. Informal arrangements have also been made for additional cross-servicing, 
effective October 1, 1952, to provide for furnishing coffee from Army roasting 
facilities at Atlanta or San Antonio to naval installations in the Southeast and 
Southwest and for furnishing coffee from the Army roasting plant at Anburn to 
the Seattle Naval Supply Depot, which distributes coffee to all naval activities 
in the Seattle area and to Navy ships. 

3. Under the current Army distribution system, there is no cross-hanling i 
the supply of coffee to Army and Air Force installations since Army and Ajit 
Force requirements are furnished by naval facilities in all instances if such 
facilities are nearer the consuming installation or distribution point. The pro 
posed arrangements, effective October 1, should eliminate any existing cross 
hauling by the Navy. ; 


SEPTEMBER &, 1952 
Representative Hersert C. BONNER, 
Chairman, Bonner Committee, 
House of Representatives, 
Washinaton, D. C 
(Attention: Mr. Ray Ward.) 

DeAR Warp: You will recall our informal discussion on the matter of coffee 
inspection by the Army and your request that I give you some backgronnd mate 
rial on that subject. The following information is accordingly furnished: 

(a) A very comprehensive study made by the MB (May 1952) covering Coffee 
Roasting Operations within the Department of Defense includes the item of 
Inspection. 
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(b) The inspection procedure as outlined in the study was established in 1940 
and was apparently the result of conferences held between the National Coffee 
Association and the Office of The Quartermaster General. I regret that I do not 
now have immediate access to the records of the conferences, if in fact any 


now exist. I merely venture the thought that it was a very practical solution 
at the time for this highly essential imported item of the soldier’s ration. 
(c) Iam in agreement with your expressed view that corrective action should 


have been previously taken to avoid the hazards which 
I should perhaps assume some responsibility for not 
returned to the OQMG following VJ-day 

I do wish to point out, however, that this specific inspection procedure applied 
only to the purchase of coffee. Only the special importance of the item to the 
soldier, its special, if not peculiar, handling in the trade contributed to the 
procedure which was then established 

(d) In recognition of the need for improved inspection procedures, and prior 
to the action hy the MB, I am advised The Quartermaster General initiated 
certain actions in January 1952 which would have placed inspection responsibility 
in a Government establishment I am further advised that as of this date there 
remains only the determination of minimum cost to taxpayers, following which 
decision will be made to discontinue inspection by the National Coffee Associa- 
tion and assign this service elsewhere in Government. Since further procure- 
ment of coffee is not scheduled until January 1953, ample time is available to 
arrive at a conclusion and corrective action taken. 

If existing cross servicing procedures had been followed as they should have 
been, the case of “cross hauling” on the west coast to which you referred would 
have been avoided. Human nature being what it is, the probability is that 
occasional failures in procedures can be expected. A “Rube Goldberg” proce- 
dure or gadget imposed on the operators because of compromise has loop holes 
large enough to permit a circumvention of the intent of policy. 

If I may venture a thought in this important field, it is that cross servicing, 
unpopular at working levels, may reduce in small measure our human failures. 
However, such failure can be reduced to an irreducible minimum if single service 
procurement, storage, and distribution were made mat datory Standardization 
of many consumer items would become a byproduct of single-service procurement, 
storage, distribution 

This paper is being routed through the Office of The Quartermaster General 
in the expectation that such additional and current information as may be 
available can be added 

Very sincerely, 


“arly developed 
ne so, when I 





H. FELDMAN, 
Vaijor General, United States Army, Retired. 


OcTOBER 9, 1952 
Maj. Gen. G. A. HorKAN, 
Quartermaster General, 
Washington, D. C 

DEAR GENERAL HorKAN: I was pleased to receive Colonel McDonald’s letter 
of September 19, 1952, with the Report on Coffee and General Fefdman’s letter 
of September 8, 1952, enclosed. The constructive steps you have already taken 
on the item of coffee alone will, no doubt, save several million dollars annually, 
in my opinion. You are to be congratulated upon the work you have done. 

It is gratifving to note that coffee stocks can be reduced and, as a result, 
additional purchases need not be made until January 1955. It is also important 
to note that you have taken steps to improve the inspection system on green coffee 
beans and that cross-servicing arrangements between the departments is being 
perfected. 

I would like to raise two questions, however, with respect to coffee and other 
nontechnical, civilian-type items: 

(1) Since coffee is a nontechnical, civilian-type item, with 95 percent of all 
imports used by the general public, and with industry holding coffee reserves of 
several million bags at all times, is it necessary to carry a mobilization reserve 
of even 12 million pounds, which is worth $6 million and presumably occupies 
many feet of much needed depot space. 

(2) Coffee is only one of thousands of nontechnical, civilian-type items and I 
wonder what action, if any, is being taken to reduce the stocks of the other items. 

It occurs to me that General Feldman’s suggestion that coffee and other sub- 
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sistence items be handled under a single service procurement storage and dis- 
tribution is an excellent one and in line with Secretary Lovett’s July 17, 1951, 
directive and the O'Mahoney amendment. Accordingly, I am forwarding a 
copy of this correspondence to Mr. Lovett with the suggestion that the feasibility 
of the single service assignment be studied. 
sincerely yours, 
Hersert C. BONNER, 
Chairman, Intergovernmental Relations, Subcommittee. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE QUARTERMASTER GENERAL, 
Washington 25, D. C., October 16, 1952 
Hon. Hersert C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations, 
Committee on Government Operations, 
House of Re pres ntatives. 

Dear Mr. Bonner: Your letter of October 9, 1952, relative to the information 
recently furnished to you concerning coffee is sincerely appreciated. Quarter 
master Corps personnel always strive to merit such favorable comments and 
are naturally much gratified to receive them. 

The additional information which you have requested will be forwarded to 
you at an early date 

Sincerely yours, 
Geo. A. TLORKAN, 
Vajor General, United States trmy, 
The Quartermaster Gene ral. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE QUARTERMASTER GENERAL, 
Washington 25, D. C., October 29, 1952. 
Hon. Hersert C. BONNER, 
Chairman, Tntergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. Bonner: Additional information concerning stocks of coffee and 
other civilian-type nontechnical items referred to in my letter of October 16 
1952, is now available 

As was indicated in the report on coffee previously forwarded to you under 
date of September 19, 1952, the question of the necessity of maintaining mobili- 
zition reserve stocks of this item was then being reexamined. This study has 
now been completed. As vou know, coffee is a very essential item to the soldier. 
A recent comprehensive food survey emphasized the desirability of naintaining 
sufficient stocks of coffee to insure that there would be no danger o*% a shortage 

supply to troeps. Coffee is an imported item and civilian firras normally 
maintain only si fficient stocks to supply civilian demands for a period of 45 


days Accoradin; ly, military operating stocks and commercial reserve stocks 
may not be enti’ely adequate to supply military needs in the initial stages of 
an emergency [t was decided, however, after considering all factors involved, 


including the general availability of coffee in the past and the costs incident 
to storage and maintenance, to discontinue mobilization reserve stocks. Further 
procurements will not be made until these reserves have been eliminated. 

With reference to the second question raised in your letter, this Office, during 
the past year, has been actively engaged in several projects designed to improve 
requirements-computation methods and to eliminate any existing excesses. These 
projects have ineluded the establishment of a committee to provide for a con- 
tinuing and critical analysis of policies, methods, and procedures of computing 
requirements. In addition, increased emphasis has been placed on reducing any 
overstockages of commercial-type nonmilitary items. A survey was conducted 
of such items to determine whether or not an overstockage position exists and, 
where applicable, to implement plans for reducing inventories by sound and 
economical methods. Outstanding procurement actions were reviewed, and, as 
a result, procurement action on a number of items was canceled in whole or in 
part and on others deliveries were rescheduled. 
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The general plan for reducing inventories referred to in the preceding para 
graph is incorporated in an office order which is now the process of public: 





tion and which is part of an Army-wide project designed to improve suppl 
practices. It is understood that a draft copy of this order has already beet 
furnished to you by Mr. Harold L. Pearson, Deputy Assistant Secretary of 
the Army. In view of the many and yaried types of such items for which thi 
Quartermaster Corps has responsibility, this ord will be initially applied 
to a list of approximately 3.000 items, comprised mainly of items falling withir 
the general categories of athletic and recreational equipment, office supplies and 


stationery, certain types of nonperishable subsistence h as cereal, flour, s 





gat 
condiments, ete., laundry and cleaning supplies, some hand tools, tableware and 
kitchen equipment. This order is now being specifically implemented and the 
initial list will be expanded to cover additional items as promptly as possible 


Sincerely yours, 





GrEorRGE A. HoRKAN, 
Vajor General, United States Arm , 
The Quartermaster Genera 


Hon. RoBerr A, Lover 
secre tary of Defense, De partment of Defense, 
The Pentagon, Wash gton, D.C. 

Dear Mr. Secretary: You may know that the Intergovernmental Relations 
Subcommittee of the Committee on Expenditures in the Executive Departments 
has recently held some hearings with respect to certain conimercial-type actis 
ities, including the procurement, storage, distribution, and roasting of coffee 

While the subcommittee has made no recommendations with respect to whether 
or not the Government should roast its own coffee, it occurs to me that the 
suggestion of Major General Feldman, United States Army, retired, that sub- 
sistence items be handled on a single storage and 
lent one and in line with your directive of July 17, 1951, and the so-called 
O'Mahoney amendment to the 1953 appropriation act 

Sincerely yours, 


istribution basis, is an excel 


HeRrReERT C. BONNER 
Chairman, Intergovernmental Relations Subcommittec 


THE SECRETARY OF DEFENSE, 
Washington, October 22, 1952. 
Hon. HERBERT C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

DEAR Mr. CHAIRMAN: Thank you for your letter of October 9 with respect to 
the coffee-roasting operations being conducted by the military services. As you 
are aware, this matter has received careful study within the Department, and 
the Munitions Board has available a report setting forth the results of this study 

I am referring General Feldman’s comments, which were inclosed with your 
letter, to Mr. Small with the request that the general's snggestions as to the 
handling of subsistence be considered and that you be provided with comments 
thereon. In addition, I have asked Mr. Small to furnish vou such comments on 
the coffee-raising operations as he may determine to be helpful to your committee 
in their continued study of the subsistence field 

Very sincerely yours, 
Rosert A, Lover 


MUNITIONS BOARD, 
Washing ton, D C., Vovember 5. 195? 
Hon. Hersert C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations, 
House of Represe ntatives. 

DEAR MR. CHAIRMAN: The Secretary of Defense has referred your letter of 
October 9, 1952, to me and has requested that I provide you with comments per- 
taining to the report on coffee and to the suggestion of single-service procurement, 
storage, and distribution in the subsistence field, which General Feldman sub- 
mitted to you. 
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I have been informed that Admiral Ring has furnished you with copies of our 
recently completed staff study on coffee-roasting operations under letter dated 
October 21, 1952. I trust that the staff report and the comments contained in the 
covering letter will provide you with the information you desire in connection 
With military coffee-roasting operations. 

In his letter of October 21, 1952, Admiral Ring also mentioned a staff study 
of the entire subsistence supply field which is presently being conducted. The 
objective of this detailed and comprehensive study is to determine the most effec- 
tive procedures by which subsistence supply can be conducted throughout the 
Department of Defense. <All types of servicing Which appear at all feasible, in 
cluding single servicing as suggested by General Feldman, are being carefully 
examined. Copies of the subsistence staff report will be furnished to you and 
your committee as soon as they are available. 

I trust that the above information concerning our activities in the subsistence 
field fully satisfies your interest in the matter. The Munitions Board will be 
glad to be of further assistance, if required 

Sincerely yours 
J. D. SMALL, Chairman 


MUNITIONS BOARD 
Washington 25, D.C... October 21, 1952 
Hon. Hersperr C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations 
Hlouse of Re presentatives, 


Dear Mr. CHAIRMAN: A staff report on coffee supply operations within the 
Department of Defense has recently been completed by a study group within my 
office. In view of the interest you and your committee have indicated in this 
supply area, I am forwarding five copies of the report for information and 
assistance, The report will be submitted to the Munitions Board for review 
and approval at an early date. 

The staff report on coffee is part of a staff study of the entire subsistence 
supply field presently being conducted by the same study group. Certain prob 
lems such as the manner of financing, a determination of the servicing agency or 
agencies, and the establishment of stock objectives for roasted coffee have either 
been omitted in the attached report or, where necessary, covered on an interim 
basis. Such problems will be fully treated in the forthcoming staff report on 
subsistence which we expect will be ready for distribution early in calendar year 
1953 I will provide you with copies of the subsistence staff report as soon as 
they are available. 

It is probable that certain current practices in coffee supply operations are 
at variance with those described in the attached staff report. Such reports are 
frequently overtaken by events in that when procedures that may appear unsound 
are disclosed, the operating agency often takes immediate corrective action rather 

‘ formal direction. Since the staff report on coffee was initiated in 
November 1951, apparent discrepancies of this nature undoubtedly exist. 

Mr. MeNeil, the Assistant Secretary of Defense (Comptroller), informed you 
by letter dated July 11, 1952, that copies of the attached staff report would be 
furnished to your committee when distribution was made. I have advised him 
that copies are being furnished by this office. 

Sincerely yours, 


than awatt 


M. L. RING, 
Rear Admiral, SC, USN, 
Vice Chairman for Supply Management 


NOVEMBER 7, 1952 
Hon. Joun D. SMALL, 
Chairman, Munitions Board, 
Washington 25, D. C. 


DevAR Mr. SMALL: The subcommittee hearings held at the Alameda Medical 
Depot, Alameda, Calif., on Thursday, August 21, 1952, on the medical supply 
test are now being edited. The hearings will be printed shortly. During the 
hearings we were advised that the final evaluation of the effectiveness of the 
test would be made by the Munitions Board. It is desired to complete the hear- 
ings by including the final evaluation. 
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Please advise if the final evaluation is now available; and if not, when it may 
be expected. 
Sincerely yours, 
HERBERT C. BONNER, Chairman 


MUNITIONS BOARD, 
Washington, D. C.. November 19, 1952 
Hon. HerBert C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations. 
House of Representatives. 

DEAR Mr. CHAIRMAN: In reference to vour letter of November 7, 1952, the 
final evaluation report of the Alameda medical supply support test is not yet 
available. Since that test was conducted as part of an over-all study of military 
medical supply operations under the Department of Defense supply systems study 
project, it is planned to distribute the final evaluation report concurrently with 
the study report of the over-all study 

It is expected that both reports will be completed during January 1953. Your 
subcommittee has been placed on the distribution list of both reports for high- 

’ priority distribution. You will promptly be furnished copies of both reports when 
they are printed. 
Sincerely yours, 
JoHN C. Houston, Jr., 
° Executive Vice Chairman. 


DEPARTMENT OF THE NAVY, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington, D. C., September 17, 1952. 
Mr. Ray Warp, 
Intergovernmental Relations Subcommittee, 
Committee on Expenditures in the E.recutive Departments, 
House Office Building, Washington, D. C. 

Dear Mr. Warp: In connection with certain items that were developed during 
the trip of the Bonner subcommittee to the west coast the latter part of August 
1952 enclosures 1 through 9 are forwarded for the record 

Each enclosure is self-explanatory as to the subject under discussion, except 
enclosure 6 (2 pamphlets) which shows comparative cost studies on paint manu- 
facturing in the Navy. 

If I may be of further assistance please call on me 

Sincerely yours, 
M. L. Royar. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., October 20, 1952 
Hon. HERBERT C, BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, House of Representatives, 


Dear Mr. CHAIRMAN: I am enclosing for your information a report on action 
taken as a result of the study conducted by Harvard University on single depart- 
ment procurement of paint. 

\) As you will recall, this subject was discussed by Secretary Lovett in his testi- 
‘ mony before your committee on June 24 Subsequently, I informed Mr. Ward, 
of your staff, that this material would be forwarded as soon as it became 
available. 
In the event you desire any additional information, please call on me. 
Sincerely yours, 
ROGER KENT 
(For Charles A. Coolidge). 


Report oN ACTION TAKEN AS A RESULT OF THE StuDY CONDUCTED BY HARVARD 
UNIVERSITY ON SINGLE DEPARTMENT PROCUREMENT OF PAIN 


1. The Harvard study (the actual cost of which to the Department of Defense 
was $23,440) regarding the concept of the assignment itself, recommended three 
alternate courses of action: (1) Continue the assignment and initiate action 
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to overcome the division of responsibility (procurement planning) and effect 


closer working relationships; or (2) effect an assignment to include issue, 
requirements determination, and stock control (total supply responsibility) ; 
or (3) rescind the assignment. The report concluded that of the three avenues 


open, if the assignment of total supply responsibility were not feasible on 
desirable that the assignment of the procurement function alone should be 
rescinded because: (1) The study indicated that no major benefits or significant 


economies were inherent in the assignment; and (2) under independent pro 
urement it is easier to fix resp bility for effective over-all procurement and 
to get closer working relationships, between personnel in the successive steps in 


the procurement process. 

2. Based on the fact that independent procurement could not resolve the 
difficulties reported in the study and that a rescission of the assignment would 
ose such advantages of coordinated procurement as single inspection, single 
contact, over-all procurement planning responsibility, elimination of interservi~ 
competition, and production economies, the Munitions Board in) March 1952 
approved the continuation of the assignment of procurement responsibility to 
the Department of the Navy. 

3. In approving this action, the Munitions Board directed that in addition 
to the procurement functions previously assigned to the Navy (purchasing, 
contract administration, arrangements for inspection, arrangements for trans 
portation, development of joint military or Federal specifications, and initiation 
and promotion of the maximum degree of standardization), the Navy was 
assigned responsibility for the operational phases of procurement planning, 
including phasing the submission of requirements, consolidation of require 
ments, market analysis, and determining patterns for the phased placement ©” 
orders in such a manner so as to assure meeting the needs of the services at the 
lowest possible price to the Government. The Procurement Secretaries of the 
Army and Air Force were directed to cooperate with the Procurement Secretary 
of the Navy in developing more adequate requirements Computation and phasing 
procedures, procurement planning, and effective procedural improvement. Addi 
tionally, improvement was requested in reducing procurement lead time, contract 
follow-up and expediting, and handling of referrals 

4. In response to the above action, the Department of the Navy has informed 
the Munitions Board that improvements have been made in many of the problem 
areas revealed in the Harvard study. Examples of the areas in which such 
action has been taken are as follows: 

(a) Reduction in procurement lead time Information from the Navy in 
June 1952 stated that a recent sample check on the median procurement lead 
time revealed that the median time was reduced approximately 31 percent from 
the median time prevailing during the period of the study. 

(b) Contract follow-up and exrpediting—A procedure has been established for 
notifying buying personnel of contractor performance and an aggressive program 
instituted for dealing with contractors who are delinquent in deliveries. Re 
quiring activities are furnished reports on the status of their requests and 
copies of contracts are also furnished requiring activities with information as to 
cognizant inspectors for purposes of channeling requests for and furnishing of 
status information. 

(c) Fund referrals.—The area of fund referrals has been greatly improved 
since the study was conducted. Referrals such as in the case of Army requests 
are generally resolved within 48 hours 

(ad) Technical referrals The volume of referrals for technical reasons has 
decreased through an interdepartmental program of reviewing and improving 
specifications 

(e) Use of contractors’ laboratories.—The Navy is performing a trial test in 
the use of contractors’ laboratories for inspection testing with a view toward 
having manufacturers certify the quality of their own products. 

(f) Closer working relationships.—Personnel from the Navy office responsible 
for the procurement of paint have visited activities of the other departments 
for purposes of discussing problems relating to the preparation of requisitions, 
specifications, and other areas. Personnel from requiring activities have visited 
the Navy purchasing office to discuss mutual problems. The working relation- 
ships between the requiring activities and the Navy purchasing office is such that 
in many instances the requiring activities, recognizing the technical ability of 
the Navy paint specialists, have delegated the Navy office authority to make 
certain technical decisions for them, thus obviating the necessity for many 
referrals, 
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(g) Standardization.—The Navy is de veloping a comprehensive program to be 
used as the basis for standardizing the grades, types, and classes of paint. 

5. In addition to the above remedial action already taken, the D-partment 
of the Navy is now in the process of developing more detailed and precise 
procedures to be followed by the procuring and requiring departments under the 
operational phases of the assignment. These procedures developed in accord- 
ance with a standard format will describe in greater detail arrangements such 
as: notification of requirements for procurement planning purposes; phased 
schedules for submission of purchase requests, consolidation of requirements; 
determination of patterns for phased placement of orders; notification of pro- 
curement lead time; method for notification of action; contract administration 
(including contract follow-up and expediting); arrangements for inspection; 
delivery; and funds and payments. These procedures, when developed, are to 
be submitted to the Munitions Board staff for approval prior to their promulga- 
tion by the departments. 


OCTOBER 22, 1952. 
Hon. CHARLES A. COOLIDGE, 
tssistant Secretary of Defense, 
Washington Fie D.C. 


Dear MR, Secretary: Thank you very much for your letter of October 20, 1952, 
and for the Report on Action Taken as a Result of the Study Conducted by 
Harvard University on Single Department Procurement of Paint. 

It is very gratifying to note the actions that have been taken to correct the 
deficiencies retlected in the Harvard study with respect to procurement of paint. 
[I also note, with great interest, the further actions contemplated by the Navy 
with respect to standardization of grades, types, and classes of paint. I am 
sure that results of this work will save tremendous sums of money to the Govern 
ment, save effort and expense for the contractors, and also conserve resources, 

I would like to pursue the line of thought covered in the hearings with Mr. 
Lovett on June 24, 1952, as reflected on pages 45 and 46 of the hearings. Is it 
not possible to apply the principles which have been developed with respect to 
one item of supply, namely paint, to hundreds of other items which are cur- 
rently being procured by the services? In other words, applying the results 
of the paint study, is it not possible to make a frontal attack on all of the items 
covered by single service procurement? If any actions of this sort are con- 
templated, I would appreciate receiving information concerning the program. 

If available, will you please supply, for the committee’s records, copies of the 
studies mentioned by Secretary Lovett on subsistence, automotive equipment, ete. 

Sincerely yours, 
Herpert C. BONNER, Chairman, 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., November 17, 1952. 
Hon. Hersert C. BonNNER, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, House of Representatives. 


Dear Mr. CHAIRMAN: This is in reply to your letter of October 22 concern- 
ing the application of principles which have been developed with respect to one 
item of supply (paint) to the hundreds of other items which are currently being 
procured by the services. The Department has been actively engaged in taking 
the necessary action to utilize such principles when they are applicable to a 
particular commodity and procurement method 

As you are aware, the procuring department or joint agency assigned re- 
sponsibility for a commodity area submits its procurement procedures to the 
Vice Chairman for Supply Management, Munitions Board, for review and ap- 
proval as concerns adherence to a standard format and conformity to Munitions 
Board policy and effectiveness in obtaining efficient and economical procure- 
ment. In order to insure that the most effective military procurement methods 
will be utilized, principles developed in studies of other commodity areas will be 
applied to all assignments as appropriate. 

The studies mentioned by Secretary Lovett are not yet completed. I under- 
stand that the medical and dental study will be ready on or about December 
1, 1952, and the subsistence study approximately January 1, 1953. I have there- 
fore referred your letter to Chairman Small with the request that he write 
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vou further after he has had an opportunity to evaluate the recommendations 
made by the groups conducting these studies. I have also asked Mr. Small to 
furnish you information as to the application of the specific principles developed 
by the paint study to other commodity areas. 

Sincerely yours, 


CHARLES A, COOLIDGE, 


UNITED STATES SENATE, 
Washington, D. C.. August 7, 1952. 
Hon. Rorerr A. Lover, 
Necretary of Defense, 


The Pentagon, Washington, D.C. 


Dear Mr. Loverr: I have noted with interest and appreciation your new 
directive which gives the Munitions Board a new charter. 

Significant progress should issue from this action. As you may know, I 
offered H. R. 8130 as an amendment to the Department of Defense appropriation 
bill for 1953, and withdrew it because of the O’Mahoney amendment, section 
638, and upon being assured that the idea behind the bill would not be allowed 


The new Munitions Board charter does not mention section 638; and I wonder 
vhat plans, if any, there are to implement it. To my mind the contemplated 
egulation can be very significant in achieving both economy and effectiveness 

Will yon be kind enough to advise me who will be responsible for the de 
velopment, promulgation, and the effecting of compliance with the regulation 
ontemplated by the C’Mahoney amendment? 

Faithfully, 


PAUL H, DovuGLAS 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., September 6. 1952 
Hion, Hersert C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, House of Representatives 
Drar Mr. CHAIRMAN: In view of your interest in matters affecting the Depart 
ment of Defense and its military departments, particularly in connection with 
methods intended to achieve more efficient and economical operation of the 
various supply systems and the elimination of duplicate operations in the fleld of 
procurement, warehousing, and in the distribution of supplies and equipment 
the Secretary of Defense has instructed me to provide you with the attached 
mies of the Department of Defense directives on these subjects 
These directives have been promulgated by the Department of Defense in 
accordance With the provisions of section 638 of Public Law 488, the Defense 
Department Appropriation Act for fiscal year 19538, which section was propose 
by Senator Joseph C. O'Mahoney of Wyoming, chairman of the Senate Appro 
pri ons Committee 





You will note from the press rel 





ise which accompanies the directives that 


publication of these regulations has been embargoed until noon today Accord 
ingly, it would be appreciated if you would be good enough to withhold any 
publication on the directives in that status until after 12 noon today This will 
permit the Department to effectuate delivery of copies to other interested Mem- 
In f the Congress prior to its publication in the press. 


Sincerely yours, 
Wape M. FLerscuer, 
Colonel, United States Air Foree, 
iecting Director, Office of Legislative Liaison 


OCTOBER 22. 199 


Hon. Rorery A. Loverr, 
Necreota of Defense 
Weshinaton, D.C 
DkAR Mr. SecRerTary: T have just completed a review of your recent directive 
implementing section 638 of the Military Appropriations Act, 1953. Today, on 
all sides, people are quick to be most vocal in criticism or complaint; praise 
worthy comment is more difficult to summon. 
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May I take this opportunity to congratulate you and your staff in taking this 
great stride toward streamlining the operations of the Department of Dofense. 

1 am sure that you and I are agreed that, without the leadership and aggres 
sive discernment of the able Senator Joseph O'Mahoney of Wyoming, this cir 
cumstance would have been more difficult of realization. His interest in your 
department and your desire for managerial improvement immeasurably con- 
tributed to the fine teamwork between our subcommittees and with the repre 
sentatives of the Department of Defense. 

In the near future I am planning to have a hearing on the content and degree 
of implementation which will stem from these basic directives. It is to be hoped 
that we will be able to have your views at that time 

With kindest personal regards, I am 

Sincerely yours, 





HERBERT C. BONNER, Chairman 


THE SECRETARY OF DEFENSE, 
Washington, November 7, 1952 
Hon. HERBERT C. BONNER, 
Chairman, Intergovernmental Relations Subeommittee, 
Committee on Government Operations, House of Representatives 


Drak Mr. CHAIRMAN: I appreciate very much your letter of October 22, 1952, 
congratulating me and my staff on the directive of September 5, 1952, imple 
menting section 638 of the Military Appropriations Act of 1953. We considered 
the problem carefully and intensively before issuing the basic directive, in the 
light of our experience and the questions raised by your subcommittee and other 
cominittees of Congress. 





The officers of my office charged with responsibility for making the basie diree 
tive effective are proceeding to implement the principles of the basic directive, and 
the military Departments are revising their regulations, procedures, and instrue- 
tions to conform to such directives. As could be expected, certain mechanical 
difficulties have developed and the basic directive is being revised to iron them 
out. We are proceeding as rapidly as possible, but are particularly guarding 
against adopting a program which would require us to cover too wide a field in 
too short a time. We are proceeding on the theory that we will make the basie 
directive effective in depth; that is, down through the bureau and technical serv- 
ice level, in a series of steps. In view of the criticism of your subcommittee that 
good directives were issued at the top level but were not put into effect in the 
field, I feel sure that our program will meet with your approval in this respect. 

I did not delegate responsibility for implementing paragraph III (J) (1) of 
the basic directive, which requires the establishment of offices or agencies to 
audit and review requirements for matériel, materials, and facilities in each 
of the military Departments. I have not issued an implementing directive as yet, 
but on October 17, 19: Mr. Foster sent a memorandum to the Secretaries of the 
military Departments, one copy of which I am attaching to this letter. The 
attached memorandum was issued only after careful study in my office and after 
several discussions with the Secretaries of the military Departments. The 
memorandum will show you what we have in mind as to the position, responsi- 
bility, organization, and functions of the agencies or offices. Before issuing any 
implementing directive, I requested the views of the services as to the principles 
of the basic directive which they thought should have priority in implementation, 
and was much pleased to find that this paragraph, which I regard as one which 
should be productive of substantial economies, was a first priority for all the 
services. 

In closing, may I express my agreement with your tribute to Senator 
O'Mahoney, and may I also add that no small part of the credit for the present 
program is due to you and your subcommittee 

Very sincerely yours, 











Roperr A. Lover. 


OcToBER 17, 1952 
Memorandum for: The Secretary of the Army. 
The Secretary of the Navy. 
The Secretary of the Air Force. 


Paragraph III (J) (1) of the Military Supply System Regulation (Depart- 
ment of Defense Directive 4000.8 of September 5, 1952) provides that each 
military Department shall establish and maintain, “responsible directly to the 
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Secretary of the military Department concerned, an office or agency charged 
with making an adequate and thorough audit and review of requirements for 
matériel, materials, and facilities, including responsibility for monitoring the 
development of the systems and methods for computing such requirements.” 

It is my thought that the primary function of such an office or agency is the 
inalysis and review of departmental assumptions and operational plans upon 


vhich requirements are premised, and the analysis and review of their transla- 
requirements, to assure the Secretary of the military Department 

neerned of the proper balance among programs and the reasonableness and 
lidity of statements of requirements. This, of course, would include con- 
siderat of various factors (e. g., military, budgetary, economic, production 
feas lity, ete.) which affect or determine the requirements computations, as 
vell as efforts to improve the systems and methods utilized in the development 
f statements of requirements Because the requirements submitted, after 


they have been reviewed by these offices, will form the basis for many major 
decisions, it will be necessary, of course, to establish a very close and coordinated 
working relationship between these offices and my staff. 


The objectives of the offices or agencies to be established for the analysis 
ind review function should be similar for each of the military Departments 
. ind there should be reasonable uniformity in their organization. Such depart- 


mental offices should be under top civilian direction and be directly responsible 
to the Secretary of the military Department concerned. It seems to me that 
the staff for such an office should be small with emphasis placed upon quality. 

In order to assist me in preparing an implementing directive, I request you 
to submit, on or before November 10, your tentative proposal for the establish- 
ment of an office or agency to perform the review function in your Department. 
rhe proposal should include an organizational and functional chart which will 
ndicate its relationship to the Secretary, as well as to other organizational 
entities within your department having responsibilities for requirements. Also, 
it should include an outline which will indicate the functions of each of the 
ubdivisions of the proposed office or agency, an indication of the method 

operation envisioned for each of the subdivisions, and proposed stafling plans. 


WILLIAM C, Foster, Deputy 


SUPERIOR MARKING EQUIPMENT Co., 
July 11, 1951. 
Mr. C. G. Jaucg, 
The Dayton Stencil Works, Dayton, Ohio. 

Deak CLeM: I am referring the letter of inquiry from Headquarters, Eight 
Hundred and Sixty-second United States Air Force Specialized Depot, Wilyning- 
ton Pike, Dayton, Ohio, to Elmer Way, because I believe he will try to dissuade 
this depot from going into the rubber-stamp business. 

here seems to be a tendency on the part of the Government to want to manu- 
facture everything it uses. These governmental activities are merely steps toward 
eventual socialization, and when those steps involve the marking-device industry 
we have a double reason for trying to prevent them. 

It may be that my letter offering supplies “if, as, and when” seems inconsistent, 
but my reason is that when the Government has definitely decided on a course 
of procedure there is nothing to be gained by refusing to supply whatever they 
want to buy because they will get it somewhere. Our job, yours and mine, and 
everyone in the industry as well as Elmer Way, is to try to convince govern- 
me agencies not to make the decision to proceed. If you have an “in” with 
Mr. MacSwain, of the Air Force, perhaps you can do a good deal toward that end. 

Sincerely, 


rt 
} 


R. W. Repin, Vice President. 


NOVEMBER 13, 1952. 
Hon. FRANK Pace, Jr 
Secretary of the Army, Washington, D.C 


My Dear Mr. Secretary: I am attaching a copy of hearings held by the Inter- 
overnmental Relations Subcommittee of the Committee on Government Opera- 
tions at St. Louis, Mo., on August 20, 1952. The witnesses represented the Mark- 
ng Device Association of Chicago, TIL, and claimed that certain Government 
agencies, particularly Army Ordnance, were establishing their own plants to 
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floor space of 162,000 square feet has a capacity of approximately 16,200 tons, 
based on a factor of 10 net square feet per ton. The direct cost of storage based 
on the cost at all quartermaster depots and quartermaster sections of general 
depots is $0.50 per ton per month Direct costs of storage of 16,200 tons for 
1 year therefore would be $97,200. This includes all costs for supplies and per 
sonnel utilized directly in administration and supervision of the storage opera 
tion, in major rewarehousing, box and crate shop operation, care and preservation 
in storage, and performance of other secondary storage services It is estimated 
that indirect costs and overhead amounts to 39.2 percent of the total cost of the 
storage operatiol Thus the total eost for storage of 16,200 tons for 1 year, 
including direct costs, indirect costs, and overhead is $159,868. 

The indirect costs and overhead applied above include, to the extent applicable 
to the storage operations, such costs as those of supervision and administration 
it the depot level; operation of fiscal, management, and personnel offices ; furnish 
ing of utilities; maintenance of buildings, roads, ete.; maintenance of operating 
equipment such as cranes and fork-lift trucks; transportation services; and 
leave, orientation, and training of employees These costs relate more to the 
installation as a whole rather than directly relating to storage operations 

At a contract price of $1.19 per ton per month, which approximates contract 
prices on quartermaster commercial warehouse contracts, the annual cost of 
toring 16,200 tons in a commercial warehouse would be $231,336. This contract 


rice covers only s 









extra charges are made for services such as repiling, 
epairing, inspection, and sampling 
» in Government warehouses and the contract price 
age are not directly comparable insofar as over-all cost to the 
Government is concerned. For example, in the operation of Army depots no 
vccount is maintained on warehouse amortization; consequently no such charge 
s reflected in the cost figure for storage in quartermaster warehouses. Similarly, 
ind acquisition costs are not reflected in those figures. On the other hand, 
where commercial storage is used, the Government incurs costs in addition to 
the charges under the contract which cannot be isolated readily. These include 
for supplies furnished in connection with items in commercial storage 
ind personnel costs arising from the fact that quartermaster personnel are re 
sponsible for contract administration, supervision, inspection, and surveillance 
in storage 

Receiving and shipping costs are not included in the above figures. Costs of 
receiving and shipping at commercial warehouses cannot be computed readily 
in a form which would be comparable to costs at Government warehouses. Com 
mercial warehouse contracts provide for separate charges for loading and un- 
loading of cars or trucks and for other handling incident to moving supplies to or 
from storage. Where any type of special handling is required additional charges 
are made Shipping or receiving of various types of items, such as those which 
ire fragile, malodorous, dusty, attractive to vermin, or which may damage other 
goods is also subject to charges in addition to those shown above. There are 
a considerable number of other circumstances which require additional payments 
by the Government. Among these are shipments where less than carload or less 
than truck-load lots are handled, where overtime work is required, or where 
assorting, weighing, sampling, or related services are required. Since costs at 
Government warehouses are not segregated in this manner, comparative data 
on receiving and shipping costs at commercial warehouses and Government ware- 
houses is not readily available 

Factors other than costs of handling and storage may determine whether use 
of commercial warehouses or quartermaster warehouses will be more economical 
in a particular case. For example, possible savings in transportation charges 
may be a deciding factor in determining which type of storage will be used. 
In addition, commercial warehouses presently used are the lowest cost facilities 
which are suitable and the types of supplies being placed in commercial storage 
are those on which the lowest storage costs are incurred. A substantial expan- 
sion of use of commercial warehousing would require storage of supplies having 
a higher storage cost and probably would necessitate utilization of higher cost 
facilities. 

Sincerely yours, 





The cost figures for stor 
for commercial stor 


osts 


Wma. J. McDoNnALp, 
Colonel, QMC, Executive Officer. 
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NOVEMBER 13, 1952 
rhe Honorable Rosert A. Lovett, 
The Secretary of Defense, Washington, D. C 

My DrAR MR. SECRETARY: The Bonner subcommittee during the course of its 
hearings has had the matter forcibly presented that Government agencies, par- 
ticularly the military, are getting more and more into commercial-type opera- 
tions, some of which impinge upon our free-enterprise system. 

Coffee roasting is a good example; and on our recent visit to St. Louis, Mo., a 
number of businessmen, representing the marking device industry (rubber stamps, 
dies, ete.), met with us to complain that military services are setting up their 
own manufacturing shops rather than buying end products from regular 
manufacturers. 

The attached correspondence from the American Wood Preservers’ Association 
complains about the Corps of Engineers preparing to establish wood-preserving 
plants. The correspondent claims that commercial capacity is not now fully 
utilized. At our hearings on Federal Supply Management (textiles and cloth- 
ing) (ASPR Conference), the matter was brought to my attention that the 
Marines were installing creosoting plants in my district. 

The point of this letter is not to prejudge the situation with respect to the 
treating plants, though I would like to have an explanation of the situation which 
jusifies the action contemplated by the Corps of Engineers Sut it seems to me 
that proof should be available in advance that Government enterprises of this 
kind are essential from the standpoint of either service or economy 

I really want to have the situation analyzed from a Department of Defense 
point of view. Is there some unit of the Department of Defense, say the Defense 
Management Committee, which can analyze and consider the justification for 
the numerous commercial-type activities of the services? It would seem that 
the Comptroller should be able to produce the necessary cost statistics and 
that the Management Committee could evaluate and make recommendations to 
the Secretary of Defense. The subcommittee members have a deep concern over 
this matter; and have come to the conclusion that if the Government continues 
to spread in all directions in order to have everything responsive to its com- 
mand, our free-enterprise system will be undermined eventually. Theoretically 
the Government can do everything for itself or set up standards of performance 
and inspection and have most services performed by commercial concerns 

I would appreciate your comments on this situation, and your opinion if a 
system of self-analysis is possible within the Department of Defense itself. 

I am loath to bring this matter to your attention as I am fully aware 
of the tremendous workload and responsibility that confronts you. However, 
the subject is one of merit in my opinion. 

Sincerely yours, 
Heresert C. BoNNER, Chairman 


SERVICE BUREAU, AMERICAN Woop-PRESERVERS’ ASSOCIATION, 
Chicago, Tll., October 9, 1952. 
Re Government going into the wood-preserving business. 
To Members of the Service Bureau. 

GENTLEMEN : AS you know, the armed services of the Government periodically 
get enthusiastic about constructing wood-preserving plants at their various bases, 
but through cooperation of members of the wood-preserving industry most of 
these projects have been stopped. 

Only last week, however, the Corps of Engineers retained a firm of consulting 
engineers to prepare standard plans and specifications for three types of treating 
plants. 

(a) Cold (8-minute) dip tanks 
(b) Hot and cold-bath vats 
(c) Pressure vacuum plants 

Sets of these standards are to be distributed to all districts, posts, bases, target 
ranges, ete. This furnishing of approved standard plans will undoubtedly en- 
courage many districts to build plants for treating not only the timber which they 
use, but also that used by other branches of the service, Government agencies, 
and perhaps even private consumers. 
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THE SECRETARY OF DEFENSE, 
Washington, December 17, 1952. 
Hon. Hersert C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee of the Committee 
on Government Operations, House of Representatives. 

DEAR Mr. CHAIRMAN: Enclosed for insertion in the official committee record 
is information with respect to certain subjects that were discussed during my 
appearance before your committee on December 8. An indication has been 
made on each of the attached inserts as to the proper place for its inclusion in 
the transcript. 

You will note that we are unable to furnish, within the time limit specified by 
your staff, data on the action taken by General Kepner in improving the co- 
ordination of logistics matters among the services in the Alaskan command. 
This material will be submitted by the Air Force as soon as it is available. 

In the event any additional data is required, please advise. 

Very sincerely yours, 
WILLIAM C. FOSTER, 
Acting Secretary. 


OCTOBER 1, 1952. 
Hon. Ear. D. JOHNSON, 
Assistant Secretary of the Army, Department of the Army, 
Washington, D. C. 

Dear Mr. JoHNsoN: Your kind letter of September 27 has been referred to me 
from the subcommittee staff in Washington. As you may know, I have been 
spending the summer months attending to my district affairs in North Carolina. 

It is a great satisfaction to me personally and I am sure to the other members 
of the subeommittee, to know that you and your associates in the Army are taking 
constructive steps to improve the supply system of the Army. In my opinion, 
the current cooperative working relationship between members of the legislative 
and executive branches of the Government will bring about the results which 
the citizens so urgently desire. 

Sincerely yours, 
HERBERT C. BONNER, Chairman. 


SEPTEMBER 27, 1952. 
Hon. Hernert C. BONNER, 
House of Representatives, 
Washington, D. C. 

Dear Mr. BoNNER: We have completed the proofreading of the record of the 
hearings of your committee, held at the Utah General Depot on August 28. The 
corrected proofs are returned herewith, as you requested 

With your permission, I would like to add a few comments of my own in support 
of the viewpoints you heard expressed during the hearing, and to inform you of 
the progress being made by the Army in the areas in which you have evidenced 
so much interest. 

First, I would like to express my appreciation of the leadership, perseverance, 
and determination demonstrated by your committee in the interest of better 
supply management. The committee’s persistent requirement that these things 
be better done has frequently provided needed support of our efforts to improve 
the management and control of Army supply activities. 

Next, I would like to draw your attention to a series of actions which followed 
immediately upon the return of our staff from the Utah hearing. Attached, 
marked “Tab A,” is a memorandum which Mr. Pearson addressed to the Assistant 
Chief of Staff, G—4, in which he set out four concise objectives for improvement 
in the supply system. Attached also, and marked “Tab B,” is a directive issued 
by the Assistant Chief of Staff, G-4, to the Chiefs of the Technical Services, 
instructing them to prepare directives to accomplish the implementation of the 
objectives set forth in the September 4 memorandum (tab A). During the 
intervening days, each of the Technical Services prepared detailed directives 
containing specific instructions to their respective staffs. Illustrative of such 
directives is the one enclosed from the Quartermaster General and marked “Tab 
C.” The others followed this pattern, and all are now in the process of being 
carefully scrutinized for detailed accuracy. If promptly approved by the Muni- 
tions Board, in accordance with the requirements of section 638 of the fiscal year 
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1953 Appropriations Act, these directives should be issued and begin to become 
effective within the next 2 weeks. . 

sy these actions, we feel that we have made substantial progress in the accom- 
plishment of long-range improvement in supply management and appreciate the 
impetus your committee has provided this essential program. (See p. 270.) 

Sincerely yours, 
Eart D. JOHNSON, 
Assistant Secretary of the Army (R&M). 


THE SECRETARY OF DEFENSE, 
Washington, November 18, 19852. 
The PRESIDENT, 
The White House. 

Dear Mr. PRESIDENT: Some months ago in connection with a discussion of 
means by which my successor could be provided with a running start on certain 
of the administrative and operational policy problems in the Department of 
Defense, you suggested that I write you an informal letter indicating subjects or 
general areas where work already begun might be profitably continued by the 
new administration. You mentioned that what was wanted was a paper which 
would express my personal observations and that its form need not be that of 
a properly coordinated staff study but could be more in the nature of a series 
of notes which might be expanded in conversation or by reference to Department 
of Defense files if the subject appeared interesting or helpful. 

Accordingly, I am setting out below a series of notes on a variety of subjects 
in which the Office of the Secretary of Defense has or should have special 
concern. I will try to make them as brief as possible, but one or two of the 
points discussed are so controversial that they will need some moderate, factual 
expansion here. 

At the outset it would perhaps be well to state in very broad terms my own 
general feeling about civilian-military relationships, with a word in passing on 
the quality of our professional military personnel and their permanent civilian 
counterparts. This will permit anyone who may read this letter to take into 
account some of my personal beliefs so that he may adjust for them. 

In my opinion, the quality of our professional military officers and the perma- 
nent civilian staff is remarkably high. It compares very favorably with any 
large industrial organization of its approximate size, complexity, and wide range 
of functions. I have great respect and affection for our professional military 
men and having had an opportunity of seeing them both at the council table and 
in the field, I know of no country more fortunately situated in this respect than 
ours, 

The permanent civilian staff, consisting mainly of specialists in numerous fields 
the administrative personnel, has shown faithfulness, reliability, and a sense 
of responsibility of the highest order. In technical, financial, and industrial 
matters I have great regard for their competence and I feel that they provide 
about the only continuity in the over-all Military Establishment. 

Since unification is necessarily evolutionary, improvements should be made 
as experience is gained. Neither the framers of the National Security Act nor 
any of the Secretaries of Defense can see very far into the future, and while much 
has been accomplished, much remains to be done in order to provide a more 
efficient and economical form of national security. 

(1) General—(a) The primary purpose of the Department of Defense is, of 
course, to protect and defend this country. This duty may involve fighting 
a war. If this becomes necessary, the duty of the Department of Defense is 
to fight a successful war. 

Our objective, however, is to avoid war, if possible. An adequate force ready 
for immediate defense and prompt retaliation against any aggressor, serves as 
a deterrent to a potential enemy. The better equipped the Department of De- 
fense is to fight, the better it serves its role of a deterrent to war. 

(b) In the event of war, an essential job of the Secretary of Defense and 
his colleagues, both military and civilian, will involve “distributing shortages” 
among Army, Navy, and Air Force. Based on past experience, these shortages 
will involve manpower in bulk and critical occupational specialty; matériel 
in all its forms; land, water, and air transportation ; communications facilities ; 
funds ; industrial and military facilities and so forth, 








FEDERAL SUPPLY MANAGEMENT 349 


(c) Under the present act, and in the event of war, I believe that the present 
system of controls provided in the legislation for the exercise of authority by 
the Secretary of Defense, in some areas, will prove to be inadequate. This 
is so because one of the principal elements of control lies through the budget 
process, the dollar being the single common denominator of all requirements. 
This is, of course, supplemented by control of manpower in bulk although military 
manpower ceilings for all three services are currently set by the President and 
by the Congress. 

In the event of war, the dollar control will become especially weak and I 
believe that better controls must be provided. Some of these will be touched 
on later in this letter. 

(d) The present National Security Act, as amended, requires the Secretary of 
Defense to make use of interservice committees for much of his staff work and 
prohibits him from having a military staff. In time of war, the Secretary of 
Defense would, therefore, find himself unable to handle the distribution of 
shortages in an efficient and direct fashion. 

It would in these circumstances be necessary, I believe, to undertake a reorgani- 
zation which would not only seriously disrupt the effective prosecution of the 
war but which could not even start until the necessary authority was secured 
from the Congress. 

(e) I conclude, therefore, that we should not deliberately maintain a Depart- 
ment of Defense organization which in several parts would require drastic 
reorganization to fight a war. As I see it, this reorganization can be made in an 
orderly fashion under the present workload without too much difficulty. 

A few of the more important areas requiring attention are mentioned below in 
paragraphs Nos. 2, 3, and 4. 

(2) Secretary of Defense.—The National Security Act of 1947, as amended 
in 1949; strikes a compromise in many important areas. It has the fault of all 
compromises and while the amendments materially improve the act, there are 
still contradictions and straddles in it. 

I believe that the position of the Secretary of Defense, in relationship to the 
President and the Joint Chiefs of Staff, could, with benefit, be clarified. The 
act states that the Secretary of Defense is to be “the principal assistant to the 
President in all matters relating to the Department of Defense.” Under the 
direction of the President and subject to the provisions of the act, he has “diree- 
tion, authority, and control over the Department of Defense.” 

The Joint Chiefs of Staff, according to the act, are “established within the 
Department of Defense” and shall be “the principal military advisers to the 
President, the National Security Council, and the Secretary of Defense” and 
“subject to the authority and direction of the President and the Secretary of 
Defense,” they shall perform certain specified duties. 

The question is occasionally raised by legal beavers as to whether or not, 
in view of vagueness in the language of the act, the Joint Chiefs of Staff are 
directly under the Secretary of Defense. In my experience with the Joint Chiefs 
of Staff this problem has not arisen, not only because of the attitude taken by 
the President but also that of the Joint Chiefs themselves. 

While, in my opinion, the authority granted the Secretary of Defense is supe- 
rior to any made to the Joint Chiefs of Staff, since he is “the principal assistant 
to the President in all matters relating to the Department of Defense,” whereas 
the Joint Chiefs of Staff constitute an element “within the Department of De- 
fense,” it may be well to remove by legislative amendment this area of possible 
debate. If further clarification of the act by legislation is not considered desir- 
able, I am of the opinion that the President can clarify the matter by a simple 
directive. 

Another problem which will be referred to in more detail under the notes 
dealing with the Munitions Board. arises out of possible confusion in the act 
which provides that the three military departments shall be “separately ad- 
ministered,” while at the same time providing that the Secretary of Defense 
shall be head of the Department of Defense which shall have within it the three 
military departments over which the Secretary of Defense shall have “direction, 
authority, and control.” No great difficulties have been encountered because of 
this straddle, except in the field of supply, warehousing, and issue, where certain 
ardent separatists occasionally pop up with the suggestion that the Secretary of 
Defense play in his own back yard and not trespass on their separately adminis- 
tered preserves. I feel that the Secretary of Defense clearly has authority to 
step in where necessary in these fields, provided he does not transfer, reassign, 
abolish, or consolidate any of the “combatant functions assigned to the military 
services” by the act. 
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However, to avoid a waste of time in arguments, it would be well, I think, to 
have this clarified definitively and I believe that it could be simply done by 
following the procedure already favorably acted upon in the case of other 
executive agencies through adoption of the recommendation of the “Committee 
on Organization” looking toward correcting the present diffusion of authority 
and diffusion of responsibility in certain executive departments. Under reorgan- 
ization plans previously submitted to the Congress by the President, all functions 
of all other offices of a department and all functions of all agencies and employees 
of a department are transferred to the Secretary of the Department with excep- 
tions, if necessary. The application of this approved procedure to the three 
military departments or the Department of Defense could neatly cure such ques- 
tions and I believe it should be considered. 

(3) Joint Chiefs of Staff—The statutory responsibilities of the Joint Chiefs 
of Staff indicate, in my opinion, one of the principal weaknesses of the present 
legislation. These weaknesses are common to the three statuory agencies placed 
in the Department of Defense, namely, the Joint Chiefs of Staff, the Munitions 
Board, and the Research and Development Board. In consequence, some of the 
general observations regarding the problems of the Joint Chiefs of Staff are 
equally applicable to the Munitions Board and the Research and Development 
Board and some comments regarding the latter two are valid with respect to the 
Joint Chiefs of Staff. 

In brief, the weaknesses stem from (1) excessively rigid statutory prescrip- 
tions of functions; (2) rigid statutory composition which makes the agency, in 
effect, an interdepartmental committee; and (3) the requirements in the statute 
that each agency perform functions inappropriate, if not actually impossible, for 
an interdepartmental committee to perform efficiently and expeditiously. 

One of the most important issues which was compromised in the National Seeur- 
ity Act, as amended in 1949, is the position of the Joint Chiefs of Staff. I do not 
consider the present organization adequate, not only because it leaves certain 
responsibilities obscure but also because in its present form it does not provide 
the type of military guidance needed if the full benefits of unification are to be 
attained. 

The problem of the proper set-up of the Joint Chiefs of Staff is the most difficult 
and delicate one in the field of our national defense structure, since it involves 
the striking of a proper balance between civilian and military control. It is clear 
that over-all “civilian control” is essential and that it is fundamental to our form 
of government. Yet civilian judgment must be based on adequate military advice 
given by professional military men in an atmosphere as free as possible from 
service rivalries and service maneuvering. 

The President, the National Security Council, the Secretary of Defense, and 
the three service Secretaries clearly must have proper military advice. On the 
other hand, they should not, in my opinion, attempt to conduct military opera- 
tions and they should avoid hampering the military in carrying out their special- 
ized functions assigned to them by law. The most effoctive work which the 
civilian Secretaries can do lies, as I see it, in the establishment of policies under 
the guidance of the President, as Commander in Chief, and in the exercise of 
direction, authority, and control of the military Departments themselves. 

(a) By their very make-up it is extremely difficult for the Joint Chiefs of Staff 
to maintain a broad nonservice point of view. Since they wear two hats—one as 
chief of an armed service and the other as a member of the Joint Chiefs, it is 
difficult for them to detach themselves from the hopes and ambitions of their 
own service without having their own staff feel that they are being let down by 
their chief. The maintenance of an impartial, nonpartisan position becomes 
increasingly difficult in times of shortage of either men, money, or material 
In fact, it is remarkable that the form of organization currently in being has 
worked so well, and it is, I think, a tribute to the quality of the individuals 
involved. 

it is extremely difficult for a group composed of the chiefs of the three military 
Departments, and charged, with the exception of the Chairman, with heavy 
responsibilities placed upon them by law with respect to each individual service 
(Army Public Law 518, S8ist Cong.: Navy Public Law 432, 80th Cong.: Air Force 
Public Law 150, 82d Cong.) to decide matters involving the splitting of manpower, 
supplies, equipment, facilities, dollars, and similar matters, 

(b) In oversimplified form, one of the major difficulties with the present Joint 
Chiefs of Staff organization is that they are grievously overworked as a result 
of the great volume of papers referred to them for their views. In consequence, 
they are too deeply immersed in day-to-day operations, frequently of an adminis- 
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trative character, to have adequate time to devote to their major responsibilities— 
the preparation of over-all, joint, and combined strategie plans, the development 
of logistic plans, the review of such plans in the light of the material and personnel 
situation and the effect of new weapons. 

The problem mentioned in (») above is aggravated by the fact that the Secre- 
tary of Defense has no military staff. In consequence, he must refer to the 
Joint Chiefs of Staff a vast amount of administrative and policy matters, unre 
lated to their main functions, since he has nowhere else to turn for the develop 
ment of military facts or to draw on experienced military judgment. 

Strangely enough, the fact that the Secretary of Defense is prohibited from 
having a staff is not generally realized. The prohibition, however, occurs in 
section 203 (a) which states specifically that officers of the armed services may 
he detailed to duty as assistants and personal aides to the Secretary of Defense, 
“but he shall not establish a military staff other than that provided for by 
section 211 (a) of this act.” The section referred to is the one which establishes 
the Joint Chiefs of Staff In consequence, the Secretary of Defense has no alter- 
native but to flood the joint Chiefs of Staff with all sorts of papers originating 
in the three military departments, the statutory agencies, and the other executive 
agencies of government and congressional committees. 

The reason for this provision is fairly clear in the legislative history and is a 
derivative of the line of thinking which developed the compromises through fear 
of the establishment of an “Armed Forces General Staff” which was specifically 
prohibited by section 2 of the act. As a result of compromise and unnecessary 
apprehension, we have succeeded in making the Joint Chiefs of Staff a sort of 
clearinghouse for papers instead of having them occupy their rightful position 
and instead of leaving them adequate time for their great responsibilities. 

On the point mentioned in (@) above, the fear of an “Armed Forces Genera 


Staff’ again seems to have dominated our thinking. T! 


he broad national service 
point of view, as compared with the single service point of view, is not merely a 
problem of the individuals making up the Joint Chiefs of Staff, but is more likely 
in the Joint Staff which prepares the papers and submits the analyses and studies 
to the Joint Chiefs of Staff. This Staff, by law, consists of officers of approxi 
inately equal numbers from each of the three armed services. They are of rela- 
tively junior grades and their future careers and promotions lie in their spearate 
services. It is not unnatural, therefore, that they should from time to time 
become the advocate of their own service’s point of view. There is, furthermore, 
a natural temptation to indulge in the indoor sport of “back seratching.” The 
Joint Chiefs of Staff have taken great precautions to prevent such occurrences, 
but until caleulating machines replace humans in staff functions, the danger will. 
1 believe, exist. 

For the above reasons, among others, I feel that we should profit from the 
experiences we have had in the last 2 years under conditions of partial mobiliza 
tion and warfare. A great deal of thought has been put on the probl m and its 
solution. I am not sure that we have the right answer vet. On the other hand. 
I believe we can make an improvement in the set-up and perhans the Presi 
dent and new Congress should consider some of the suggestions which could be 





made, 

Based on experience so far, I believe that the problem might be solved by a 
reorganization along the lines of alternate (I). A more radical, long-term possi 
bility is indicated in alternate (IT) below: 





(a) Redefine and clarify the functions of the Joint Chiefs of Staff s s to 
confine them exclusively to planning functions and the review of war plans in 
the light of new weapons and techniques, transferring the balance of the present 
military staff functions of the Joint Chiefs under (d) below 

(b) The Joint Chiefs of Staff should create a strong planning division which 
would constitute their principal staff. 

(c) It should be clearly understod by legislative amendment if necessary 
that, in order to relieve them of certain of their individual operatir 
bilities in their several military services, each Chief of Staff has very bi ad 
powers of delegation to his Vice Chief 

(@) The balance of the military staff functions should be transferred to the 
Office of the Secretary of Defense to provide him with a combined military 
civilian staff. This staff would be re sponsible only to the Se retary of Defense. 


and through him to the President, and the efficiency ratings and promotions 
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should be controlled by him. Adoption of a procedure similar to the method which 
the Army has long used to protect General Staff Corps officers would seem 
adequate. This would appear to involve an amendment to the Officer Personnel 
Act as presently in force. This staff would aid the Secretary of Defense in 
acting upon such matters as resolving conflicts between services and aid him 
in matters involving policies regarding budgets, procurement, logistics, man- 
power, personnel, intelligence, ete. 

(ce) The Joint Chiefs of Staff should not “operate” or ‘command,’ except in 
time of war and then “by direction.” Unified commands should be established 
by the Secretary of Defense, with the advice of the service Secretaries and 
the Joint Chiefs of Staff, and should be assigned to a military department as 
the Secretary of Defense’s agent, if necessary, and not to a member of the Joint 
Chiefs of Staff in his other capacity as the chief of a service. Flexibility is 
required in this field in order to deal with different situations as they may exist. 
The act currently makes possible the violation of the principle of civilian control 
by leaving it confused as to whether, in the case of unified commands, the theater 
commander reports to the Joint Chiefs of Staff or the Secretary of Defense. 
In my opinion, the Secretary of Defense, as the principal assistant to the Presi- 
dent in all matters relating to the Department of Defense should, in effect, 
be the Deputy of the Commander in Chief and, therefore, any unified command 
should be established by him, report as directed by him and, similarly, receive 
orders by his direction 

Since any unified command has functions broader than a single military 
department, it would be well to review, as part of the study of the Joint Chiefs 
of Staff, the present directives of unified commands to disclose their strengths 
and weaknesses and to find ways to improve them, if necessary. 

The above very condensed outline may serve to indicate certain steps which, 
by a mixture of legislation and administrative action, would, I think, substan- 
tially improve the present efficiency of the Military Establishment. They repre- 
sent only indications of method, and the exploration of them should, in my opin- 
ion, be continued energetically in the hopes of arriving at a sound conclusion 

(f) The Chairman of the Joint Chiefs of Staff should be given a vote. While 
the voting procedure is not normally used, the act denies the Chairman a yote 
It is perfectly obvious that he will have, or should have, some opinion on the 
matters which come before the Joint Chiefs of Staff for discussion and it is 
unrealistic to assume that the Secretary of Defense will not ask his opinion 
or that he will not give it. The Chairman of the Joint Chiefs of Staff is the 
only member who is not directing a particular service. He is the military officer 
to whom the President and the Secretary of Defense must look for the organi- 
zation and evaluation of military judgment He should not, however, be given 
the power of decision, which must remain in the President and the Secretary 
of Defense if civilian control is to be maintained. But the Chairman must 
be a participant in the discussions, looking toward unanimity of opinion on a 
course of action, or failing to get unanimity, he must identify the differences 
of opinion and submit the various points of view, together with his own, to 
the Secretary of Defense for decision. 


II 


An alternative approach which might provide a solution would require a series 
of evolutionary steps and the adoption of a system, all the implications of 
which I have not adequately thought out. It would involve a change in the 
make-up of the Joint Chiefs of Staff by having its membership consist of senior 
officers who have served as Chief of Staff of one of the three services and who 
immediately upon completion of such duty becomes a member of a combined 
staff. The divisions of this staff would consist of functional staffs of profes- 
sional military officers in the field of strategic planning, logistic planning, mili- 
tury requirements, and over-all military policies. This group of officers would 
have a separate promotion system and would be accountable only to the combined 
staff, the Secretary of Defense and the President. There would be no single 
Chief of Staff and the chairmanship might rotate. It must be recognized, how- 
ever, that the concept of this staff appears to run contrary to the prohibition 
contained in the National Security Act of 1947 against an Armed Forces General 
Staff Under this form of organization, the Secretary of Defense would con- 
tinue to need a staff of his own for the purposes indicated in (d) above. 

The establishment of any unified staff along the above lines would require 
the development of a system to provide properly trained personnel. This process 
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would take several years to develop and perfect, since it would seem to require 
additional specializations in certain scientific, technical, and industrial fields. 

It is my present opinion that this alternative approach, even if it should be 
found to be promising, involves too abrupt a change from the present system 
and that it might be disruptive. It would, in any event, require several years 
of preparation and careful study. I conclude, therefore, that the more moderate 
reorganization in alternate (1) is preferable at this time. 

(4) Munitions Board.—This statutory board, with built-in rigidity under the 
existing act, will not, in my opinion, be able to perform adequately in time of 
war the various functions presently assigned to it by statute. There are three 
principal inadequacies in its organization. 

First, the membership of the Board, prescribed by law, compels three of the 
four members to sit as judges on their own requests and to pass on estimates of 
production, on schedules and on procurement and distributing systems for which 
they are each responsible in a separately administered service. They are thus 
in the position of auditing themselves, consolidating themselves, and passing 
on their own plans. Even with the exercise by the Chairman of the power of 
decision delegated to him by the Secretary of Defense, the difficulty is not 
solved. 

I believe that real flexibility in the make-up of the Board is needed and that 
the selection of the Board should be left to the Secretary of Defense in order 
to permit the inclusion of a number of men of broad industrial, engineering, 
scientific, and general business background, as required. 

Secondly, the military advisers of the Board and the military members of 
the Board’s combined military and civilian staff can be subjected to pressure by 
their branch of the service because of the control of fitness reports and promo- 
tions by their services. While every effort is made to protect the officer in the 
exercise of his independent, professional judgment, many competent officers try 
to avoid this type of duty lest they be put in the position of serving merely as a 
watchman over the interests of their service. This problem and its cure is about 
the same as in the Joint Staff. 

Thirdly, the duties assigned to the Munitions Board by the act are confused 
by the apparent emphasis on the planning aspects of procurement, production, 
and distribution problems associated with industrial mobilization, thereby per- 
mitting technical challenges of the validity of its decisions by doctrinaire pro- 
ponents of separate administration. This problem was briefly discussed in con- 
nection with the powers of the Secretary in paragraph (2) above. 

The suggestion has been made that in the interest of clear lines of authority 
and responsibility, the Munitions Board be abolished and that its functions be 
transferred to the Secretary of Defense by an amendment to the existing statute 
which would, in addition, direct the Secretary to establish a Munitions Advisory 
Board. While the present powers of the Secretary of Defense are adequate, 
in my opinion, to appoint an advisory board without specific authorization, it 
might be well to mention this area of activities in any amended legislation, 
Under this approach to the problem, the Chairman of the Munitions Board should 
be replaced by an additional Assistant Secretary of Defense. 

The cure for the problems presented by the rigidity of organization and over- 
specification of functions of the Munitions Board and the Research and Develop- 
ment Board, which suffers from similar ills, does not appear to be difficult. It 
does, however, require legislative action to permit the administrative reorgani- 
zation. 

(5) Organization of the armed services.—The organizations of the Army, Navy, 
and Air Force are all different. The responsibilities and authorities of the Chiefs 
of Staff of the three services differ. Their present organization follows a pre- 
unification pattern and some parts are fixed by law while others are not. 

It would be well, I think, to have a thorough-going functional and organ- 
izational study of the three military departments, now that they are part of 
the Department of Defense, to determine the good and bad points in the organ- 
ization and to take common advantage of the best features of each service. 

As an indication of one area in which modernization and improvement appears 
to be needed, consider the technical services organization in the Army. There 
are seven technical services in the Army—Corps of Engineers, Signal Corps, 
Quartermaster Corps, Medical Corps, Chemical Corps, Transportation Corps, 
and Ordnance Corps. Of these seven technical services, all are in one degree or 
another in the business of design, procurement, production, supply, distribution, 
warehousing and issue. Their functions overlap in a number of items, thus 
adding substantial complications to the difficult problem of administration and 
control. 
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It has always amazed me that the system worked at all and the fact that it 
works rather well is a tribute to the inborn capacity of teamwork in the average 
American 

One result of this type of organization is to form a service on the basis of a 
profession rather than on the basis of its function. In other words, let us say 
that civil engineers are in the Corps of Engineers; electrical and communication 
engineers in the Signal Corps; mechanical, industrial, hydraulic, ballastic engi 
neers are in Ordnance, ete. 

A reorganization of the technical services would be no more painful than 
backing into a buzz saw, but I believe that it is long overdue. I have a memo- 
randum outlining one method of reorganization which looks promising. The 
study is recent and was completed in September 1952. 

(6) Headquarters Structure —The problem of the number of headquarters in 
the field as well as in the zone of the interior is steadily growing. It is aggravated 
by the requirements imposed by the activities of the North Atlantic Treaty 
Organization, but it existed prior to the formation of that body, There are, in 
my opinion, far too many levels of headquarters in the military services thus 
adding to the overhead and inevitably causing delay. Furthermore, each head- 
quarters sets up a chain reaction of demands for housing, transportation, ete., 
thus adding to the cost. Special groups have been investigating this avea for 
some time in connection with the utilization of manpower and I think the effort 
to reduce the number of headquarters must be given every assistance by the 
senior defense officials. 

I have a similar feeling about the number of committees. This matter is not 
so much in the control of the military departments as headquarters are, but the 
formation of committees is a very contagious virus which has the unpleasant 
characteristic of rapid reproduction. 

(7) Personnel.—lIntensive study has been given to the problem of personnel 
over the past 2 years, with particular emphasis on the reduction of noncombat 
personnel wherever it can be done without impairing the combat efficiency of 
the troops. Our basic doctrine which emphasizes fire power and the self-suffi 
ciency of our divisions so that they may continue in efficient combat over long 
periods of time, obviously requires very substantial supporting troops, not only in 
the rotation of men but in a constant and reliable system of supply. While con- 
siderable progress has been made, there is still much room for improvement, and 
the Manpower and Personnel Section of the Office of the Secretary of Defense is 
cooperating fully with the independent Citizens Advisory Commission on Man 
power Utilization in the Armed Services, appointed upon the recommendation of 
Congress. A distinguished group of civilians on this Commission will devote 
its attention to the very important area indicated by their title and improved 
methods and savings are reasonably to be anticipated. 

However, even if theoretical perfection were obtained in the fields of personnel 
use mentioned above, we would still be left with the problem of reducing the 
annual fixed costs of the Military Establishment to be maintained over a period 
of years. One of the most promising areas of reduction of cost lies, in my 
opinion, in keeping the standing military forces to a minimum to protect against 
disaster while having immediately available a basically trained Reserve. The 
only satsfactory method of accomplishing this desired result, that T am aware 
of, is through a system of universal military training and service. I believe that 
steps should be taken promptly to make this system effective. 

(S) Legislation on official secret One of the great hazards to national secu- 
rity lies in the apparent inadequacy of existing legislation to protect this country 
against traitors, spies, and blabbermouths. The problem is not one peculiar 
to the Department of Defense and perhaps matters of this general sort might 
lie more appropriately in other agencies of Government. However, this problem 
is not a new one, and it was, in fact, raised by Secretary Forrestal. I mention 
it again as I feel that it is a subject of cardinal importance and should receive 
prompt action. 

(9) Nondefense activities—There is one final, over-all impression which I 
have and which I feel is worth mentioning. There is a natural tendency during 
periods of military production and mobilization activity to hang all kinds of 
appendages on the Department of Defense. Sometimes this is done because the 
Military Establishments are 24-hour-a-day operations and have trained and 
capable personnel: but sometimes the attachments are made to bring the func- 
tions under the umbrella of “military necessity.”” Whatever the reason may be, 
I feel that the Department of Defense is so large, its responsibilities are so 
great, and its operations so world-wide that additional functions should be placed 
in this Department only as a last resort, 
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All of the above subjects are matters which I have discussed with you from 
time to time during the past year and represent, with particular deference to 
the Office of the Secretary of Defense, the Joint Chiefs of Staff, and the Muni- 
tions Board, organizational problems which you requested me to study and report 
to you on by December 1. There is ample room for a difference of opinion be- 
tween reasonable men on my comments on these difficult subjects, especially since 
they represent views based largely on personal experience. I offer them, there- 
fore, without any missionary zeal and only in the hopes that they may save the 
time of my successor. Another person, with different work habits, might find 
other problems or apply different emphasis to these. I believe, however, that 
progress will be made in some of these areas only by trial and error and that we 
can improve vast organizations such as the Department of Defense only by 
constant review. 

There are, of course, countless other matters which my suecessor should be 
informed of and to which he should give early consideration. Most of them, 
however, involve matters of military security and should, therefore, be dealt with 
under the usual classified material procedures. I will do my utmost to see that 
my successor is fully briefed on all such matters and I will gladly hold myself 
at his disposal for any assistance I can give in making his takeover of responsi- 
bilities smooth and effective. 

With great respect, I am, 

Ilaithfully yours, 
Rosert A. LOVETT. 


DECEMBER 12, 1952. 
Hon. DAN A. KIMBALL, 
Secretary of the Navy, Department of the Navy, 
The Pentagon, Washington, D.C. 

DEAR Mr. Secretary: This subcommittee has been very much interested in the 
program of the Navy whereby the Bureau of Supplies and Accounts assumed the 
responsibility for medical supply for the Navy, relieving the Bureau of Medicine 
and Surgery of that responsibility. It is realized that this program was initiated 
recently and I would appreciate a brief statement from you as to whether or not 
the present arrangement is satisfactory from a standpoint of the Navy. 

Sincerely yours, 
Hersert C. BONNER, Chairman. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, December 23, 1952. 
Hion. Hersert C. BONNER, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Bonner: I wish to acknowledge your letter of December 12, 1952, 
and thank you for your interest in the transfer of mangement control of medical 
supplies from the Bureau of Medicine and Surgery to the Bureau of Supplies 
and Accounts. 

The integration of medical supply was completed on July 1, 1952, therefore, our 
experience in the operation of medical supply as a part of the integrated Navy 
supply system is limited. However, there is no evidence that the arrangement has 
not been eminently successful and the concept sound. From all available 
indications, efficient supply to medical activities has been maintained. 

Should you desire any further facts on this subject, I will be happy to see that 
they are provided. 

Sincerely, 
DAN A. KIMBALL, 


DECEMBER 12, 1952. 
Hon. DAN A. KIMBALL, 
Secretary of the Navy, Department of the Navy, 
The Pentagon, Washington, D. C. 

DEAR Mr. SECRETARY: We were certainly gratified to have you and Admiral 
Fox appear before the subcommittee on December 4, 1952. In my opinion, a great 
amount of good results from the interchanging of ideas at such hearings. 

As you know, this committee has been particularly interested in the matter 
of commercial- or industrial-type activities which are conducted by numerous 
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Federal agencies. This committee is responsible for the investigation of matters 
of an intergovernmental nature, and the impact of commercial activities upon the 
tax structure of the Federal, State, and local government is considerable. It is 
for this reason, plus the overriding matter of economy and efficiency, which has 
caused us to get into such fields as coffee roasting, paint manufacturing, rope 
manufacturing, and ete. 

With particular reference to your testimony, you stated: “Something over 3 
years ago I took a number of the items that we manufactured, such as coffee, and 
wanting to find out if we were making any money by doing that ourselves I got 
some figures together, putting comparable overhead against them to find out 
whether in fact it was worth the effort to roast coffee rather than to buy it from 
commercial enterprises. Where we found out that we were better off to buy from 
commercial enterprises we quit our own processing. In other places where we 
found out there were some savings we kept on.” 

I would like for you to supply for the record a list of the commercial enter- 
prises which were reviewed by you 8 years ago, or at the period you indicated, 
and a brief résumé of the findings as to comparative costs and a list of the com- 
mercial-type enterprises that you quit because of the cost comparisons. 

I consider this a vital matter as it seems to me that we have in the past received 
testimony which was made on the spur of the noment and did not bear up under 
the analysis of the investigation. I do not say that this is the case here, but we 
did find, with respect to the coffee manufacturing, that we got an unequivocal 
statement that it is more economical for the Navy to manufacture its own coffee, 
and subsequent to that time 2 years ago we have been unable to get what seems 
to be complete cost data for the Navy’s coffee operations, let alone comparative 
data from commercial manufacturers. In fact, it seems to us that the evidence 
at hand shows that it would be cheaper to buy coffee from the commercial 
manufacturers. 

I would like this information within the next week, as I want to include it in 
a report which will be issued pursuant to the hearings. 

Sincerely yours, 
Hersert C. BONNER, Chairman. 


DEPARTMENT OF THE NAVy, 
OFFICE OF THE SECRETARY, 
Washington, January 5, 19538. 
Hon. Hersert C. BONNER, 
Chairman, Inter-governmental Relations Subcommittee of the 
Committee on Harpenditures in the Executive Departments, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Bonner: Thank you for your letter of December 12. I was happy 
to have an opportunity to meet with the committee for I agree with you that 
only good can result from a frank exchange of views which leads to a mutually 
better understanding of the complicated problem of supply management in the 
Navy. 

The data concerning comparative cost studies which the Navy has undertaken 
is summarized in enclosure (1). 

In 1951, the Navy made a comparative cost study of the operations of the 
Navy coffee-roasting plants at Brooklyn, N. Y., and at Oakland, Calif. Follow- 
ing the completion of the study, it was referred to one of the leading coffee 
processors of the country, Mr. J. H. Wilkins, Jr., president of John H. Wilkins 
Co., Inc., of Washington, D. C., for review. After studying the report of our 
operation Mr. Wilkins wrote the letter which is forwarded as enclosure (2). You 
will note that in general the letter expresses itself very favorably as regards 
Navy coffee-roasting costs. It will also be noted that paragraph 9 indicates that 
the Navy plants should be maintained on a “shut-down” basis “should the Navy 
decide to have its coffee needs met by commercial roasters.” The cost of main- 
taining shut-down plants would so greatly increase the over-all cost of coffee 
that this was not considered to be a practical solution. 

After studying the letter received from Mr. Wilkins, the Navy considered that 
it was justified in continuing its coffee-roasting operation. This opinion re- 
ceived confirmation in the letter written by the president of the National Coffee 
Association on August 28, 1952, which is printed as appendix 4 of the Munitions 
Board Staff Report on Coffee Roasting Operations of the Department of Defense, 
dated October 1, 1952, copies of which have been furnished to the committee. 


The staff report includes, as appendix 2, a report of Navy coffee-roasting costs 
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at Oakland, Calif., which I consider to be representative and which include the 
usual commercial cost factors. 

Item 6 of enclosure (1), refers to a study of paint-manufacturing costs in the 
Navy plants at Norfolk and Mare Island Naval Shipyards. Following the com- 
pletion of this study, I requested the National Security Industrial Association, 
New York, to undertake a review of Navy paint manufacturing and to comment 
upon the effectiveness of the operation. (A copy of my letter requesting the 
review is supplied as enclosure (3).) 

The National Security Industrial Association has appointed a study com 
mittee composed of executives of nine leading paint-manufacturing companies 
to conduct the review which was requested. The committee is expected to com- 
plete its work and submit its report about January 10, 1955. In connection 
with its review, the committee is considering the Comparative cost study made 
by the Navy, copies of which were supplied to your committee by the Bureau of 
Supplies and Accounts. 

In 1950, the Navy completed a comparative cost study of stevedoring and 
harbor-equipment operations in the San Francisco Bay area. As a result of 
the study, which covered the period May—July 1950, it was established that the 
Navy operation brought abort a net saving to the Government of $81,722.70. 
A summary of the comparative costs of the stevedoring and harbor-equipment 
operations is given in exhibit A of enclosure (4) which is a restricted document 


From the data given in enclosure (1), the committee will note that a con 
siderable amount of time is required for the making of a cost study and its 
subsequent evaluation. Moreover, the personnel qualified to make such studies 
is limited and when such personnel is assigned to the making of an analysis it 
must be relieved of other duties. However, as I told the committee, the Navy 
will maintain a continuing review of Commercial-type operations to the end that 
such activity is engaged in only in cases where clear justification exists 

Sincerely yours, 
Dan A. KIMBALI 


ENCLOSURE 1 
Cost studies of Navy commercial-type operations 


Manufacturing; cost stu Study initi- Study com- 
Item fanu vcturin: cost study u tu A | Further action 
of ated pleted 
| | 

1 | Coffee roasting May 4,1951 | July 16,1951 Re to industry ited 
find 

2 | Clothing. Feb. 6, 1952 ( 

3 | Cordage Fet 4, 1952 

4 | Electrical fittings do 

5 | Ground tackk do ( 

6 Paint June 21,1951 | Oct. 30,1951 | Referreé to National Security Indus- 
trial Associati ‘ id 
pecte : ul Ia ) 

7 | Stevedoring and harbor Aug 1,1950 | Nov. 3,1950 | | luation indicated, for the quarter 

equipment l j net gy tot QG 


1 Not completed 


ENCLOSURE 2 
JoHN H. WILKINS Co., LN« 
Washington 2. D. C., August 13, 1951 
Rear Adm. CC. W. Fox (SC), USN, 
Chief of Bureau, De partment of Supplies and Accounts, 
Department of the Navy, Washington 25, D. C 
Dear ADMIRAL Fox: In reply to your letter of July 27 I have had our aceount 
ants carefully examine the cost studies of the coffee-roasting plants in Oakland, 
Calif., and Brooklyn, N. Y., to determine whether these reports includ all 
usual costs of commercial operation and also to determine whether i y opinion 
commercial coffee-roasting houses would conceivably bid on Navy ecffee require 
ments at the cost figures shown or lower. My r t 
1. An excellent job of cost analysis has been done by both Oakland and 
Brooklyn. 





rt on sast Vs 
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2. It is noted that the Brooklyn costs are somewhat higher than the Oakland 
costs which, in our opinion, are justified due to the circumstances involved. 

5. It is further noted that in both cases a shrinkage (and waste) loss of 15 
percent is shown by both stations. It is my personal feeling that most companies 
will figure on a basis of 16 percent instead of 15 percent as this is the usual 
allowance in commercial or trade roasting, although a shrinkage of 15 percent 
can be shown over-all under ideal circumstances, 

4. It is further shown that the burlap sacks in which green coffee arrives are 

being sold in Brooklyn at 0.3117 cents and in Oakland at 0.05 cents. It is my 
understanding that the Brooklyn figure is abnormally high due to the fact that 
several houses with contracts were caught short on burlaps and were therefore 
paying unusually high prices at the time prices were placed under control. I 
am not familiar with the usual selling prices on the west coast but it would 
be my personal feeling that a better price than 0.09 each should be obtained in 
Oakland, although some abnormal situation may have caused this figure to be 
correct at the time of price control. This single factor is relatively unimportant, 
however, where total costs are involved. 
». From our correspondence and telephone conversation it has not been made 
entirely clear to me whether the Navy would supply the green coffees to be roasted 
or would ask for a bid inclusive of the purchase of green coffees for their account. 
It is to be presumed that should the bid include the purchase of the coffees by 
the successful bidders that sufficiently long-term contracts would be placed in 
order that roasters might bid on sufficiently large quantities to obtain as satis- 
factory a green price as the Navy usually enjoys in view of their tremendous 
purchases. If this is true we may well say that the actual coffees would cost 
the Navy or successful bidders the same, and therefore the only factors involved 
in this cost analysis are preduction costs and overhead. 

6. The figures presented to me indicate a use by the Navy of approximately 
76,000,000 pounds per year. The costs involved, as shown by the Navy on this 
tonnage, are approximately the same as the costs of our own company here in 
Washington on a tonnage of approximately 10,000,000 pounds per year. This 
would indicate that commercial organizations bidding on very large quantities 
would conceivably bid at the cost indicated by the Navy and still make a profit, 
providing the tonnage, as stated before, was sufficiently large. 

7. We find that all costs involved in the usual commercial operation are in- 
cluded in the cost studies with which you supplied me and from this angle also it 
would be possible for commercial Companies to successfully bid, 

8. In view of the above we therefore conclude that large commercial houses 
could supply the Navy’s needs on a satisfactory basis but I would like to point out 
that there is some risk to the Navy involved inasmuch as the profit to commer- 
cial houses is so small that this might conceivably lead to the supplying of 
slightly undergrade coffees, and a system of checking quality by disinterested 
sources would appear to be most necessary. 

9. It is therefore my suggestion that should the Navy decide to have its coffee 
needs met by commercial roasters that the two Navy coffee-roasting plants now 
in operation be maintained on a shut-down basis for an indefinite period in 
order to determine whether both the price and the quality supplied by commercial 
houses would continue to be satisfactory. The space involved for the two Navy 
coffee-roasting plants, provided green and roasted storage space is discounted 
entirely, would be very small and this safeguard, in my opinion, would be highly 
desirable 

10. Inasmuch as the Wilkins Co. is a sectional company and not located in a 
position to make bidding on the Navy business under present circumstances 
practicable, I would like you to know my opinions are stated entirely on what I 
consider to be of the best interest to the Navy and should it be possible that I can 
he of further service to you personally or to the Bureau, please know that it will 
be a pleasure for me to cooperate. 

I quite agree with you that instant coffees (or concentrates) are still very much 
in the trial-and-error stage. However, they have now become a most important 
factor in commercial usage in that they represent 10 to 15 percent of the total 
home usage of coffee in the United States today. It is impossible to get an exact 
figure on this usage. I am of the opinion that 5 or 10 years hence this ratio of 
usage will be materially larger and that the product itself will be materially 
better. At the present time I am preparing, with nine other of the largest 
sectional roasters, to set up the latest and most modern type of plant for this 
operation. We expect to be in operation in March or April of next year and if 
you wish I will keep you advised of any advances that are made in this industry, 
as lL am of the opinion that this represents ultimately the ideal method from the 
Navy's point of view of handling the coffee situation. 
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I would appreciate it if you would advise me if you wish me to maintain the 
information you supplied me in my private files or if you wish it returned via 
your attention. 

It has been a pleasure to be of this small service to you. 

Sincerely, 
Joun H. WILKINS, Jr., President. 


ENCLOSURE 3 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, July 15, 1982. 
ApvIsORY COMMITTEE FOR PAINTS AND RELATED PROTECTIVE COATINGS, 
NATIONAL SECURITY INDUSTRIAL ASSOCIATION, 
110 William Street, New York, 38, N.Y. 


(Attention of Mr. W. N. B. Dowell, secretary.) 


My Dear Mr. DoweE.L: It is a matter of interest to me that in those areas 
where the Department of the Navy has entered into manufacturing operations 
of a nature comparable to those in the general commercial field, the reasons 
for entry therein and for the continuation of such operations shall be clearly 
justifiable. 

In this connection, I have great confidence in the opinions and recommendations 
of businessmen who are experienced in a particular field. Therefore, I would 
appreciate having the National Security Industrial Association Advisory Com- 
mittee for Paints and Related Protective Coatings undertake to review .and 
comment upon, the effectiveness of the paint-manufacturing operations in which 
the Navy is presently engaged. 

In order to provide the committee with information as to the reasons under 
lying the origins of the naval paint-manufacturing operation and so that it 
may be informed as to what appear to be pertinent considerations justifying 
continuance of such manufacture, the Bureau of Ships has prepared a paper 
giving the historical background. This paper is attached as enclosure (1). 

If it is to evaluate the effectiveness of current manufacturing operations 
having to do with the production of paint, the committee also requires cost 
data. To this end, the Supervisory Cost Inspection Service of the Bureau of 
Supplies and Accounts has recently conducted studies of paint-manufacturing 
costs at the Norfolk Naval Shipyard, Portsmouth, Va., and at the Mare Island 
Naval Shipyard, Vallejo, Calif., these being the paint-manufacturing activities 
of the Navy. <A copy of each of the reports generated by the cost studies is 
attached, enclosures (2), (3), (4), and (5). It should be noted that enclosures 
(2). (8), (4), and (5) are classified Restricted and are for the use of the 
committee only, not for general dissemination, 

It is believed that the data supplied as enclosures to this letter will provide 
the committee with the tools needed to review the effectiveness of Navy paint 
manufacturing operations. In the event, however, that adidtional data are 
required, Vice Adm. C. W. Fox, SC, USN, Chief of Naval Matériel, will be the 
point of initial contact within the Navy for further development of the problem. 

Sincerely yours, 
DAN A. KIMBALL, 


DEPARTMENT OF THE AIR FORCE, 
Washington, December 23, 1952. 
Hon. HerBert C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 

DEAR Mk. CHAIRMAN: During my testimony before your subcommittee on 
December 4, 1952, I indicated that I would make available to the committee the 
cost factors which led to the Air Force decision to have engine-overhaul work 
on the J-83 and J—35 jet engines performed by the Allison plant in Indianapolis 
rather than by Air Force Depot maintenance facilities. 

After making my statement to you, I reassessed the reasons for awarding the 
Allison contract. As you can readily understand, many considerations were 











360 FEDERAL SUPPLY MANAGEMENT 


involved other than strict cost comparisons. Asa matter of fact, cost-accounting 
figures in the ordinary commercial sense of the term were not available. The 
figures considered were estimates which of necessity would later be changed to 
reflect actual costs, after the overhaul work had been performed. For these 
reasons, there is no readily available authentic cost study such as I mentioned 
to the committee. 

I want to emphasize, however, that there are sound economic reasons for 
utilizing industrial facilities to perform Air Force overhaul. We are convinced 
that the national ability to produce effective aircraft must be maintained. The 
facilities which have been built up since 1950 to accomplish that purpose must 
not be allowed to disappear. As the foreseeable aircrait production load tapers 
off, other work must be provided in adequate quantities to retain the production 


lines with their skilled operating personnel. Our policy of contracting for some 
of our maintenance and overhaul needs will accomplish this purpose. 
Phat policy has the added effect of reducing our requirement to build more 


maintenance capacity in the Air Force Depot system. At the present time, our 
depot system can perform approximately half of the maintenance load which 
the expanded Air Force requires. This estimate is based on the employment of 
one shift in peacetime, thereby providing a measure of expansibility to meet any 
emergency. 
Sincerely, 
Roswe tz L. GILPAtTRIc, 
Under Secretary of the Air Force. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE UNDER SECRETARY, 
Washington, D. C., December 24, 1952. 
Hon. Hersert C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, House of Representatives. 

Dear Mr. Bonner: In reviewing my December 5 statement to your committee, 
I find that section B—Commercial and Industrial-Type Facilities—of my state- 
ment contained certain inaccuracies. I refer specifically to the following part 
of the text (See p. 239.) 

“There has been very little progress in the equivalent use of private motor 
repair shops, bakeries, and laundries; nor have we made suitable progress in 
the employment of sound cost-accounting methods to assist in the formulation 
of decisions in these matters. However, additional Government-owned facilities 
of these types have not been established by the Army since the passage of section 
638 nor are plans to do so presently contemplated.” 

At the outset I should like to point out that commercial and industrial-type 
facilities are covered not only by section 638, Public Law 488, but also by section 
804, Public Law 547. Section 638, Public Law 488, passed July 10, 1952, reads 
as follows: 

“Sec. 638. (a)Notwithstanding any other provision of law and for the pur- 
pose of achieving an efficient, economical, and practical operation of an inte- 
grated supply system designed to meet the needs of the military departments 
without duplicating or overlapping of either operations or functions, no officer 
or agency in or under the Department of Defense, after the effective date of this 
section shall obligate any funds for procurement, production, warehousing, dis- 
tribution of supplies or equipment or related supply management functions, 
except in accordance with regulations issued by the Secretary of Defense. 

“(b) This section shall be effective 60 days after the approval of this act.” 

This law ean thus be interpreted as applying, as far as construction is con- 
cerned, to warehousing, storage facilities, and repair shops. 

Bakeries, laundries, and dry-cleaning facilities are covered by section 804, 
Public Law 547, passed July 15, 1952. This section reads as follows: 

“Sec. S04. No part of the funds made available by this or any other Act of the 
present Congress shall be used for the construction, replacement, or reactivation 
of any bakery, laundry, or dry-cleaning facilities in the United States, its Terri- 
tories or possessions, as to which the Secretary of Defense does not certify, in 
writing, giving his reasons therefor, that the services to be furnished by such 
facilities are not obtainable from commercial sources at reasonable rates.” 

In implementing sections 638 and 804 the Secretary of Defense on September 5, 
1952, issued Department of Defense Directive 4000.8. This directive rquires that 
all commercial and industrial-type facilities (including, among others, ware- 
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houses, motor-repair shops, bakeries, and laundries) must be approved by the 
Secretary of Defense. The only geographical area excluded from this require- 
ment is a zone of action (i.e., Korea). 

Since the passage of Public Law 547 the Department of the Army has not con- 
structed, replaced, or reactivated any bakeries, laundries, or dry-cleaning facilities 
except for laundries in certain ammunition plants. In such cases the certifica- 
tion of the Secretary of Defense was obtained under the provisions of Public Law 
547 for the reactivation of laundries constructed and operated during World War 
II. It is our intention not to construct, replace, or reactivate any additional 
facilities without complying fully and completely with the law and Department 
of Defense Directive 4000.8. With the exception of ammunition plants, there does 
not appear to be any requirement for facilities of this type in the zone of interior 
but there are overseas areas where Government construction of such facilities is 
the only method of obtaining these services. Should circumstances require the 
activation of additional ammunition plants in the zone of interior, it undoubtedly 
will be necessary to provide laundries as an integral part of these plants. 
Such laundries will be required primarily for the washing of Government- 
furnished clothing worn by employees engaged in the manufacture of explosives. 
This clothing becomes highly contaminated with powder, explosives, and toxic 
chemicals, creating safety hazards with which commercial laundries are not pre- 
pared to cope. Some States prohibit the laundering of such clothing by commer- 
cial facilities. Furthermore, most ammunition plants are, for safety reasons, 
located at isolated sites where commercial laundries are not available. 

The Department of the Army has requested from the Secretary of Defense and 
has received approval of a number of motor-repair shops and warehouses since 
the passage of Public Law 488. We do not intend to seek these types of facilities 
except in compliance with the conditions of Department of Defense Directive 
LOO00.S, 

I trust that this will clarify this matter, and if we can be of further assistance 
please do not hesitate to call upon me, 

Sincerely yours, 
EARL D. JOHNSON, 
Under Secretary of the Army. 


NOVEMBER 12, 1952. 
Hon. Rosweti L. GrIipatric, 
Under Secretary of the Air Force, 
Department of the Air Force, 
Washington 25, D. C. 
My Dear Mr. SEcRETARY: On August 18, 1952, while the Inter-Governmental 
Relations Subcommittee of the Committee on Government Operations was holding 
hearings at Wright-Patterson Air Force Base, Dayton, Ohio, the subject was 
raised as to whether or not plans were in contemplation for the establishment of a 
Joint Logistic Command in Alaska. You indicated at that time that you thought 
the idea had merit, and that the Air Force would initiate action to have a logistic 
command established in that area, should it be considered advisable. 
You also indicated that you would advise the subeommittee of the action taken. 
It is our present plan to print the hearings held at Dayton and elsewhere on the 
trip within the near future; and, if you would provide information as to the 
Alaska Logistic Command within the next week or 10 days, it would be greatly 
appreciated. 
Sincerely yours, 
HERBERT C. BONNER, Chairman, 


DEPARTMENT OF THE AIR FORCE, 
Washington, November 21, 1952. 
Hon. Herserr C. BONNER, 
Chairman, Inter-Governmental Relations Subcommittee, 
Committee on Expenditures in the Hrecutive Departments, 
House of Representatives. 


Dear Mr. BoNNER: After our discussion at Dayton last summer regarding the 


merits of unified logistics arrangements within the Alaskan Command, I asked 
the staff to look into this subject. This was done and recently General Twining, 
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the Acting Chief of Staff, wrote a letter to General Kepner, of which a copy is 
enclosed. 
I will, if you wish, keep you posted on further developments on this matter. 
Sincerely yours, 
ROSWELL L, GILPATRIC 


MUNITIONS Boarp, 
Washington 25, D. C., December 18, 1952. 
Hon. Hersert C. BONNER, 
Chairman, Inter-Governmental Relations Subcommittee, 
of the House Committee on Government Operations, 
House of Representatives. 

Dear Br. BONNER: On the occasion of my testimony before your committee on 
December 5, 1952, Congressman Thomas B. Curtis requested information with 
respect to what the Department of the Army was doing, and planned to do, in 
utilizing industrial fund operations at various Army installations, including 
those of a commercial or industrial type 

Attached hereto, for inclusion in the record, if you so desire, is a memorandum 
prepared by the Office of the Assistant Chief of Staff, G-4, Logistics, Departmer* 
of the Army, which summarizes Army plans in connection with the subject in 
which Mr. Curtis and your committee expressed an interest. 

I hope this information is satisfactory. However, if you desire more on the 
subject, I would be happy to furnish it to you. 

A copy of this letter and attachment have been forwarded, under separate 
cover, to Congressman Curtis. 

Sincerely yours, 
J.D. Smarty, Chairman. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE ASSISTANT CHIEF OF STAFF, G4, LOGISTICS, 
Washington 25, D. C., October 14, 1952. 


G4 MEMO No. 26. FINANCIAL MANAGEMENT PROGRAM 


1. The Department of the Army is in process of implementing sections 405 and 
410, title IV, Public Law 216, Eighty-first Congress, which involves working capi- 
tal fund and financial property accounting. The working capital and financial 
property accounting systems are integral parts of a far-reaching and comprehen- 
sive plan for more effective management of Army installations and activities 
through the use of financial data specifically developed for this purpose and 
include : 

(a) Management funds. 

(b) Stock funds. 

(c) Industrial funds. 

(d) Financial property accounting. 

2. The operation of installations and activities under these systems is directly 
related to the primary functions of G4. It is, therefore, essential that G4 offices 
and divisions actively participate in the development and installation of the 
systems in order to exploit the advantages and avoid duplication and overlap. 
Each system and each type of fund within the working capital fund program 
involves two or more offices or divisions of G4, All contribute to or are closely 
related to functions of the Comptroller of the Army and are integral parts of a 
broad system of management currently being formulated under instructions of 
the Department of Defense. 

3. Under the working capital system all activities of an installation or opera- 
tion covered by the system will be reported and evaluated as a whole. Each staff 
division and office of G4 assigned responsibility for the general staff manage- 
ment of specific installations and/or activities will be required to participate in 
the planning and development of the various segments of the financial manage- 
ment program as it affects those installations or activities. Control office is 
charged with the responsibility in coordination with other G4 divisions for the 
development of projects up to the time the charter is approved by the Secretary 
of Defense. Upon approval of the charter specific responsibility for the project 
is assigned to a G4 division. Primary responsibility for the general staff manage- 
ment of an installation or activity includes the requirement for coordination 
with other staff divisions or offices in connection with functions assigned in SR 
10-140-1. The criteria for assignment of responsibility are as follows: 
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(A) ALL OFFICES AND DIVISIONS 


Each office and division, assigned functions under SR 10—140-1, has collateral 
responsibility for those functions in installations or activities in which the Gen- 
eral Staff management is assigned as a primary responsibility of other staff 
divisions. 

(B) CONTROL OFFICE 


(1) Monitorship of the financial management program, 

(2) Plans, programs, regulations, directives, or instructions which affect 
assigned functions of the Comptroller of the Army will be coordinated with 
Control Office. 

(C) PROCUREMENT DIVISION 


(1) The General Staff management of industrial installations operated under 
industrial funds. 

(2) The General Staff management of industrial activities at other than 
industrial installations operated under industrial funds. 


(D) SUPPLY DIVISION 


(1) Stock funds. 
(2) Financial property accounting. 
(3) Industrail funds for supply installations and activities 


(E) SERVICE DIVISION 
General Staff management for service-type installation and activities 
(F) RESEARCH AND DEVELOPMENT DIVISION 


General Staff management of research and development installations operated 
under industrial funds. 

$. Specific assigninents of General Staff management responsibilities are as 
follows : 

(a) Procurement Division: 
Pine Blutf Arsenal (industrial fund) 
Rocky Mountain Arsenal (industrial fund) 
Picatinny Arsenal (industrial fund) 
Watertown Arsenal (industrial fund) 
Watervliet Arsenal (industrial fund) 
Springtield Armory (industrial fund) 
Manufacturing Division, Philadelphia General Depot (industrial fund) 
Manufacturing Division, Jeffersonville Depot (industrial fund) 
Ordnance consolidated procurement account (management fund) 
(b) Supply Division : 
Cc. & E. Division (stock fund) 
Medical-Dental Division (stock fund) 
Service Division: 
Fitzsimons General Hospital 
Defense Printing Service, Ogden, Utah (industrial fund) 
(d@) Research and Development Division (industrial fund) 
Dugway Proving Ground (industrial fund) 

5. Attached as enclosure No. 1 is the proposed financial management program 
for 1953-55 fiscal years. Tentative assignments of each installation to a G—4 
division are for planning and information purposes. Actual assignment of 
projects will be made at the time the charter for the installation is approved 

kor the Assistant Chief of Staff, G-4: 


(Ce 


ANSON D. MARSTON, 
Colonel, GS, Executive, G4 


INSTALLATIONS OR ACTIVITIES WHOSE OPERATIONS APPEAR SUSCEPTIBLE TO 
INCLUSION IN THE FINANCIAL MANAGEMENT PROGRAM 


A. Technical Services: 
1. Chemical Corps: 
(a) Army Chemical Center, Procurement Division 
(6b) Camp Detrick, Supply Division 
(c) Deseret Chemical Depot, Supply Division 
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2. Medical Corps: 
(a) Army and Navy General Hospital, Service Division 
(b) Brooks Army Medical Center, Service Division 
(c) Letterman Army Hospital, Service Division 
d) Madigan Army Hospital, Service Division 
(e) Murphy Army Hospital, Service Division 
(f) Perey Jones Army Hospital, Service Division 
(9g) Valley Forge Army Hospital, Service Division 
(h) Walter Reed Army Medical Center, Service Division 
(¢) William Beaumont Army Hospital, Service Division 
3. Ordnance Corps: 
(a) Benicia Arsenal, Procurement Division 
(6) Frankford Arsenal, Procurement Division 
(c) Red River Arsenal, Procurement Division 
(d) Redstone Arsenal, Procurement Division 
(e) Rock Island Arsenal, Procurement Division 
(f) Anniston Ordnance Depot, Supply Division 
(7) Letterkenny Ordnance Depot, Supply Division 
(h) Aberdeen Proving Ground, Research and Development Di- 
vision 
(i) Erie Proving Ground, Research and Development Division 
(j) Jefferson Proving Ground, Research and Development Division 
(k) White Sands Proving Ground, Research and Development 
Division 
4. Quartermaster Corps: 
(a) Atlanta General Depot, Supply Division 
(6) Auburn General Depot, Supply Division 
(c) Belle Meade General Depot, Supply Division 
(d) Columbus General Depot, Supply Division. 
(e) Memphis G@neral Depot, Supply D ‘vision. 
(f) New Cumberland General Depot, Supply Division. 
(7) San Antonio General Depot, Supply Division. 
(h) Schenectady General Depot, Supply Division. 
(i) Sharpe General Depot, Supply Division. 
(j) Utah General Depot, Supply Division. 
5. Signal Corps: 
(a) Baltimore Signal Depot, Supply Division. 
(4) Decatur Signal Depot, Supply Division. 
(c) Lexington Signal Depot, Supply Division. 
(7d) Sacramento S'gnal Depot, Supply Division. 
(¢) Signal Corps Photographic Center, Astoria, Service Division. 
(7) Signal Corps Supply Agency, Chicago Office, Supply Division. 
(7) Signal Corps Supply Agency, Philadelphia, Supply Division. 
6. Transportation Corps: 
(a) Charleston TC Marine Depot, Supply Division. 
(0) Hampton Roads Port of Embarkation, Service Division. 
(c) Holabird TC Railroad Repair Shop, Service Division, 
(7) New Orleans Port of Embarkation, Service Division, 
(e) New York Port of Embarkation, Service Division. 
(f) Ogden TC Railroad Repair Shop, Service Division. 
(gz) San Francisco Port of Embarkation, Service Division. 
(hk) Seattle Port of Embarkation, Service Division. 


Mutua. Security AGENCY, 
SPECIAL MISSION TO GREECE FOR ECONOMIC COOPERATION, 
Athens, Greece, January 5, 1958. 
Hon. Hersert C. BONNER, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. BonNer: In response to your letter of November 25 to Mr. Harri- 
man, I am sending you herewith a copy of a report on supply management of 
the Government of Greece which was prepared by Mr. George G. Mullins while 
employed by the Government of Greece on a technical-assistance mission financed 
by the MSA. (Nore.—Report in subcommittee files.) 

As I believe you are aware, Mr. Mullins’ survey was prompted in part by the 
findings of your subcommittee. 
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The Mullins survey is only one phase of a program undertaken by this mission 
last year to encourage and support better supply management for the Greek 
Government services. In addition, we have given particular emphasis during 
the past year to end-use surveys and follow-up actions by our teclinical staff 
to locate and identify stocks of goods financed with American aid and to see 
that they are put to the most effective possible use We have, in addition, spon- 
sored and secured adoption by the Greek Government of a program for reducing 
stocks of Government-purchased commodities and for transferring the im- 
portation of certain foodstutts from the state to normal private commercial 
channels. 

To increase the incentive for better supply management, we are changing 
the basis upon which imports for the use of state agencies are to be provided. 
Heretofore, in the interest of exercising a positive control over development 
programs financed with American aid, we have provided necessary imports in a 
way which supplemented the budgets of the Government departments and publie 
entities receiving the imports. Henceforth such entities and ministries will 
be required to give up funds from their revenues or appropriations in an amount 
equal to that of any MSA-financed goods which they receive. At the same time, 
any financial assistance these public agencies may receive from the counterpart 
fund will be passed through the Greek state budget. 

This new system will place more initiative in the hands of the Government 
and will, as has already been demonstrated in the case of one ageney in which 
the new method has been applied, encourage a more prudent, businesslike 
management of supplies. 

The Mullins report was completed immediately before the recent Greek elec- 
tion, and the mission was not able to present it formally to the Greek Govern- 
ment until the new administration took office late in November. The report is 
now under study by the Government, however, and we have been assured that 
its recommendations will be given careful consideration in the program for 
governmental reform which is one of the major undertakings of the new Gov 
ernment. In addition, the controller of this mission has been directed to de- 
velop a plan for applying the findings of the report in the work of the mission 
and for collaborating with the special organization for the improvement of supply 
management which was established in the Greek Government at the time the 
Mullins study was started. 

[ feel that substantial progress has been made in improving the handling of 
supplies in Greece in the past year, and I look forward to continued improvement. 

Very truly yours, 
LELAND Barrows, Chief. 


EXHIBITS 
COMMERCIAL OR INDUSTRIAL TYPE ACTIVITIES 


EXHIBIT A 


NOVEMBER 24, 1952 
Hon. LInpsAy C. WARREN, 
The Comptroller General of the United States, 


Washington 25, D. C. 
(Attention Mr. Lyle Fisher, General Counse!.) 

Dear Mr. WARREN: On August 25-26, 1952, the Intergovernmental Relations 
Subcommittee of the Committee on Government Operations held hearings at 
Oakland and San Francisco, Calif., with respect to the operation of coffee roast- 
ing plants by the military departments. 

During the hearings it developed that coffee roasted in Government-owned 
plants is sold through military exchanges, commissaries, ete. It was also testi 
fied that the coffee may not be sold by the roasting plants to the exchanges at a 
price that includes all direct and indirect costs to the Government, and conse 
quently the final selling price to military personnel may be less than the total cost 
to the Government If so, this, of course, constitutes a subsidy or a salary 
differenti:] for the benefactors of the system. 

You will note from the attached excerpts of testimony that Rear Admiral Royar 
states that this method of costing stems from this fact: “In the appropriation act 
we only make direct charges against the appropriation. Depreciation is an 
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indirect charge, and that is handled in a special appropriation where we go up 
to Congress and ask for money for new machinery.” 

It, therefore, seems to be the position that coffee costs to the exchanges can 
only amount to the direct charges against current operating appropriations. 

You will also note that coffee manufacturefs complain that Government- 
manufactured coffee is sometimes sold through exchanges for a price that is less 
that the cost of the green bean. We have not had the time to verify this point. 

Your decision as to the legality of the sale of Government-manufactured coffee 
through exchanges to personnel without the inclusion of all direct and indirect 
costs will be appreciated 

Sincerely yours, 
Hersert C. BoNNER, 
Chairman. 


EXHIBIT B 


COMPTROLLER GENERAL OF TEE UNITED NTATES, 
Washington, December 4, 1952. 
Hon. Hersertr C. BONNER, 
Chairman, Intergovernmental Relations Subconmittee, 
Committee on Government Operations, House of Representatives. 

My Dear Mr. CHAIRMAN: Reference is made to your letter of November 24, 
1952, requesting a decision as to the legality of the sale of Government-manufae 
tured coffee through military exchanges, commissaries, etc., to personnel without 
the inclusion of all direct and indirect costs. 

The question presented is being considered and I shall be pleased to advise you 
further when a decision thereon has been reached. 

Sincerely yours, 
LINDSAY C. WARREN, 
Comptroller General of the United States, 


EXHIBIT ¢ 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., January 8, 1958 
Hon. Herpert C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, House of Representatives. 

My Drar Mr. CHAIRMAN: Further reference is made to your letter of Novem 
ber 24, 1952, acknowledged December 4, requesting a decision as to the legality of 
the sale of Government-manufactured coffee through military exchanges, com 
missaries, etce., to personnel without the inclusion of all direct and indirect costs 

On October 1, 1952, the Munitions Board issued a staff report on coffee-roasting 
operations of the Department of Defense which, among other things, shows the 
costs included in the sale prices of coffee by each of the services under the Depart 
ment of Defense. Since it is understood that a copy of that report was furnished 
to you, it is not believed necessary to repeat here any portion thereof. Of course, 
as disclose in the excerpts of testimony before your committee, which were at 
tached to your letter, certain indirect costs in the coffee-roasting operations are 
not included in the sa'es price to the commissaries and post exchanges. As indi 
eated in your letter, this conceivably might be considered as violating at least the 
spirit of section 5 of the act of June 20, 1874 (5 U.S. C. 71) and section 1765, 
Revised Statutes (5 U. 8S. C. 70), prohibiting generally the receipt by Federal 
personnel of additional compensation in any form whatever. 

It consistently has been the view of the General Accounting Office that. in the 
absence of specific statutory authority, the providing of benefits and advantages 
to certain Classes of personnel at public expense without reimbursement therefor 
is not authorized, See the special report dated August 10, 1949, B-45101, of this 
Office to the Congress on the improper handling of certain funds received pri 
mari'y from revenue-producing activities. As stated in that report, section 3 of 
article IV of the Constitution of the United States provides, in effect. that only 
the Congress shall have the power to dispose of and to make all needful rules and 
regulations respecting the property belonging to the United States and the Su 
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preme Court of the United States in Royal Indemnity Company v. United States 
(313 U.S. 289, 294), citing that constitutional provision said: 

“Power to release or otherwise dispose of the rights and property of the United 
States is lodged in the Congress by the Constitution * * * subordinate offi- 
cers of the United States are without that power, save only as it has been con 
ferred upon them by act of Congress or is to be implied from other powers so 
sxranted.” 

No statutory authority has been found for the sale of coffee roasted in Govern- 
ment-owned plants to the commissaries and post exchanges at prices insufficient 
to recover all direct and feasibly ascertained indirect costs. In fact, the afore- 
mentioned staff report states that the only statutory authority relied upon by the 
Deparment of Defense for even operating the roasting plants is the reference 
thereto in annual appropriation acts, the only one in the case of the Army being 
the one for the fiscal year 1913 (37 Stat. 569, 578), and as to the Navy the appro 
priation acts for the naval service beginning with the fiscal year 1858 (11 Stat. 
245, 244) 

In answer to your specific question, it is the view of this Office that there is no 
legal basis for the sale of Government-manufactured coffee through exchanges 
to personnel without the inclusion of all direct and indirect costs, 

Sincerely yours, 
Kk. L. FISHER, 
icting Comptroller General of the United States 


EXHIBIT D 


DEPARTMENT OF DEFENSE, 
OFFICE OF PuBLIC INFORMATION, 
Washington, D. C.. January 6, 1953. 


DISTRIBUTION OF MILITARY COFFEE CONSOLIDATED BY MUNITIONS BOARD 


Provisions for the ultimate consolidation and cross-servicing of all military 
coffee roasting and supply have been included in a Department of Defense di- 
rective, the Munitions Board announced today. 

The directive authorizes continued operation under their present control of 
four regional coffee-roasting plants to meet the needs of the Army, Navy, Marine 
Corps, and Air Force facilities in each of four areas. It also provides for the 
phasing out of two plants now in use and the termination of Army contracts 
for the commercial roasting of military coffee as green-bean inventories are 
consumed. 

Plants to be continued are maintained at the Naval Supply Facility, Brooklyn, 
N. Y., to supply military installations in the Northeast ; the Army General Depot, 
Atlanta, Ga., for the Southeast area; the Naval Supply Center, Oakland, Calif., 
for the Southwest area; and the Auburn General Depot plant of the Army, 
Seattle, Wash., for the Northwest. 

The plants at the Army Quartermaster Depot, Chicago, Ill., and the United 
States Marine Corps Depot, Philadelphia, Pa., will be discontinued as inventory 
stocks are depleted. 

The phasing out of the plants to be discontinued and the commercial roasting 
contracts should be completed within a year, the Munitions Board estimates. 

On the basis of current military coffee consumption in the United States, the 
Board reckons a reduction of $50,000,000 in green-bean inventories together with 
parallel savings in storage space and personnel costs 

In addition to central unified storage, roasting and distribution of coffee, the 
directive also requires that all processed coffee, except that destined for nearby 
installations, be vacuum packed to maintain freshness, and that shipments be 
made in carload or truckload lots, insofar as possible, directly to the using fa- 
cility. 

Liaison will be established between inventory control units at the operating 
plants and the single-service Army purchasing office to assure maximum exercise 
of judgment in accepting or rejecting bids on green coffee. 

Green-bean inventories at each of the plants will not exceed 120 days of ex- 
pected demand and will be stored at the using plant to the maximum extent 
possible. 

Green coffee purchased for roasting overseas will continue to be shipped to 
the maximum extent possible, direct to ports of embarkation or to overseas 
consumers. 
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Contracts for the direct shipment of green coffee to overseas areas from South 
American ports are already in effect. Likewise, the transfer of green coffee 
stocks from depots to the four principal operating plants has been undertaken. 

\ temporary committee, with representation from each military department, 
with a staff member of the Munitions Board as Chairman, is being set up to 
facilitate putting the directive into effect and to develop details of interservice 
supply support 

Regulations of the various services and interservice agreements formulated 
under the directive must be submitted to the Chairman of the Munitions Board 
by April 30, 1953. 

The details of the directive were worked out with industry through the National 
Coffee Association 

The directive on the roasting and distribution of coffee is the result of the 
first Munitions Board study undertaken in the supply systems study project, 
which project is “to develop and recommend such changes to existing organiza 
tion, policies, standards, and procedures governing the supply operations within 
the Department of Defense as will maintain or increase military effectiveness 
and produce the optimum efficiency and economy of these supply operations from 
the initial requirements and resources planning stage to final consumption or 
other disposition.” 

Review of previous studies of subsistence supply systems indicated that the 
coffee roasting operations of the military departments represented an area in 
which economies could be achieved by the further development of cross, common, 
or joint servicing agreements to reduce crosshauling of the green and roasted 


product. 


EXHIBIT |} 
9 January 1955 
NUMBER 4100.15 
DEPARTMENT OF DEFENCE DIRECTIVI 


SUBJECT : MILITARY COFFEE SUPPLY OPERATIONS 
J Purpose 

The Munitions Board, at its meeting on 11 December 1952, approved the policies 
and procedures to be followed by the military departments in (1) operation of 
coffee roasting plants and (2) procurement, storage and distribution of green 
and roasted coffee. 

IIT. Scope and Applicability 

The following policies are hereby established for military coffee supply opera- 
tions within the continental limits of the United States. 

1. The military departments shall continue to operate the coffee roasting 
plants at the Naval Supply Facility, Brooklyn, N. Y.; the Atlantic General Depot, 
Atlanta, Ga.; the Naval Supply Center, Oakland, Calif.; and the Auburn Gen 
eral Depot Plant, Seattle, Wash. Each plant shall remain under the direction 
and control of the owning department. 

2. Each roasting plant operated by the military departments shall be assigned 
a mission for requisitioning, roasting, grinding, and packaging coffee to meet 
the requirements of all the military services on an area basis with due considera 
tion to the most favorable transportation costs and plant capacities.. This as 
signment shall include financing of plant operating costs, and financing of all 
materials necessary to product and package the finished product. Roasted 
coffee shall be transferred between the military services on a reimbursable 
basis 

3. The Department of the Army and the Department of the Navy shall phase 
out of operation the coffee roasting plants at the Quartermaster Depot, Chicago, 
Ill., and at the United States Marine Corps Depot, Philadelphia, Pa., in a manner 
consistent with economical utilization of green bean inventories, and the estab- 
lishment of interservice supply support agreements. Disposition of the plant 
equipment shall be determined by the owning military services. 

1. The Department of the Army shall phase out commercial contracts for 
roasting coffee in a manner consistent with the economical utilization of green 
bean inventories in the depots proximate to the commercial contractors, and 
the establishment of supply support arrangements in these areas. 
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5. Each military service, prior to requesting authority to expand or construct 
additional coffee roasting plants, shall utilize all reserve coffee roasting @quip 
ment. Emergency requirement in excess of the combined capacity of all military 
owned coffee processing equipment shall be obtained from the coffee industry. 

6. The military departments shall vacuum pack all cotfee to insure freshness, 
except that roasted and ground coffee in bags may be furnished for immediate 
consumption to installations proximate to military roasting plants. In this 
connection, uniform type containers, bags, and cartons shall be used by each 
department. 

7. The maximum on-hand inventories of green bean coffee for each military 
department operating coffee roasting plants in the continental United States 
shall not exceed 120 days of expected demand on these plants. In this connee 
tion green coffee shall be stored to the maximum extent possible at the roasting 
plants. 

8S. Green coffee purchased for roasting in overseas areas shall be shipped, 
to the maximum extent possible, from vendors direct to ports of embarkation 
or direct to overseas consumers. 

9 Roasted and ground coffee in vacuum packed containers shall be shipped, 
to the maximum extent possible, in carload or truckload lots, directly from 
military roasting plants to consuming activities. 

10. The single service purchase assignment for coffee shall remain in effect 
and liaison shall be established between the inventory control units of the re 
quiring military services and the purchasing office in such a manner as to per- 
mit exercise of judgment in accepting or rejecting bids. 


IIT, Implementation 


1. An ad hoe committee shall be established with representation from each 
military department, and under the chairmanship of a member of the Munitions 
Board staff, to develop details of interservice supply support agreements and 
other implementation of the policies when necessary. 

2. Each military department will submit to the Chairman of the Munitions 
Board for review and approval, within 120 days of the date of this directive, 
proposed regulations and interservice agreements designed to implement this 
directive, except that such regulations and agreements concerning uniform type 
containers, bags and cartons will be submitted to the Director, Defense Supply 
Management Agency. 

J. ©. Houston, Jr., 
Acting Chairman, Munitions Board. 


EXHIBIT F 


House oF REPRESENTATIVES, 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS, 
Washington, D. C., October 9, 1952. 
Maj. Gen. G. A. HoRKAN, 
Quartermaster General, 
Room 2087-B, Seond and T Streets SW., Washington, D. C. 


DEAR GENERAL HORKAN: I was pleased to receive Colonel McDonald’s letter of 
September 19, 1952, with the Report on Coffee and General Feldman’s letter of 
September 8, 1952, enclosed. The constructive steps you have already taken on 
the item of coffee alone will, no doubt, save several million dollars annually, in 
my opinion. You are to be congratulated upon the work you have done 

It is gratifying to note that coffee stocks can be reduced and, as a result, addi- 
tional purchases need not be made until January 1953. It is also important 
to note that you have taken steps to improve the inspection system on green coffee 
beans and that cross-servicing arrangements between the departments is being 
perfected. 

I would like to raise two questions, however, with respect to coffee and other 
nontechnical, civilian-type items: 

(1) Since coffee is a nontechnical, civilian-type item, with 95 percent of all 
imports used by the general public, and with industry holding coffee reserves of 
several million bags at all times, is it necessary to carry a mobilization reserve 
of even 12 million pounds, which is worth $6 million and presumably occupies 
many feet of much-needed depot space? 
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(2) Coffee is only one of thousands of nontechnical, civilian-type items and 
I wonder what action, if any, is being taken to reduce the stocks of the other 
items. 

It occurs to me that General Feldman’s suggestion that coffee and other sub- 
sistence items be handled under a single-service procurement storage and dis- 
tribution is an excellent one and in line with Secretary Lovett’s July 17, 1951, 
directive and the O'Mahoney amendment. Accordingly, I am forwarding a copy 
of this correspondence to Mr. Lovett with the suggestion that the feasibility of 
the single-service assignment be studied. 

Sincerely yours, 
Hersert C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee. 





EXHIBIT G 
OCTOBER 29, 1952. 


Hon. Hegsert C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 


Committee on Government Operations, House of Representatives. 
/ ’ 


Dear Mr, BoNnNeR: Addition] information concerning stocks of coffee and 
other civilian-type nontechnical items referred to in my letter of October 16, 
1952, is now available. 

As was indicated in the report on coffee previously forwarded to you under 
date of September 19, 1952, the question of the necessity of maintaining mobiliza- 
tion reserve stocks of this item was then being reexamined. This study has now 
been completed. As you know, coffee is a very essential item to the soldier 
\ recent comprehensive food survey emphasized the desirability of maintaining 
sufficient stocks of coffee to insure that there would be no danger of a shortage 
in supply to troops. Coffee is an imported item and civilian firms normally 
maintain only sufficient stocks to supply civilian demands for a period of 45 days. 
Accordingly, military operating stocks and commercial reserve stocks may not 
be entirely adequate to supply military needs in the initial stages of an emer- 
ency It was decided, however, after considering all factors involved, including 
the general availability of coffee in the past and the costs incident to storage 
nd maintenance, to discontinue mobilization reserve stocks. Further procure- 
ments will not be made until these reserves have been eliminated. 

With reference to the second question raised in your letter, this office during 
the past year has been actively engaged in several projects designed to improve 
requirements-computation methods and to eliminate any existing excesses. These 
projects have included the establishment of a committee to provide for a con 
tinuing and critical analysis of policies, methods, and procedures of computing 
requirements. In addition, increased emphasis has been placed on reducing 
any overstockages of commercial-type nonmilitary items. A survey was con- 
ducted of such items, to determine whether or not an overstockage position 
exists and, where applicable, to implement plans for reducing inventories by 
sound and economical methods. Outstanding procurement actions were reviewed 
and as a result procurement action on a number of items was canceled in whole 
or in part and on others deliveries were rescheduled. 

The general plan for reducing inventories referred to in the preceding para- 
graph is incorporated in an office order which is now in the process of publication 
and which is part of an Army-wide project designed to improve supply practices. 
It is understood that a draft copy of this order has already been furnished to 
you by Mr. Harold L. Pearson, Deputy Assistant Secretary of the Army. In 
view of the many and varied types of such items for which the Quartermaster 
Corps has responsibility, this order will be initially applied to a list of approxi- 
mately 3,000 items, comprised mainly of items falling within the general cate- 
rories of athletic and recreational equipment, office supplies and stationery, cer- 
tain types of nonperishable subsistence, such as cereal, flour, sugar, condiments, 
ete., laundry and cleaning supplies, some hand tools, tableware, and kitchen 
equipment. This order is now being specifically implemented and the initial 
list will be expanded to cover additional items as promptly as possible. 

Sincerely yours, 
GeorGe A. HorKan, 
Vajor General, USA, 
The Quartermaster General. 
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EXHIBIT H 


NATIONAL PAINT, VARNISH, AND LACQUER ASSOCIATION, INC., 
Washington, D. C., December 19, 1952. 
Hon. Hersert C. BONNER, 
Chairman, House Subcommittee on Interdepartmental Relations, 
Room 1015, New House Office Building, Washington, D. C. 

DEAR Mr. BoNNER: I have followed closely the hearings conducted by you 
and your Committee on Military Procurement Policies and congratulate you on 
the development of the pertinent facts that will mean so much to businessmen in 
all industries. Members of this association are keenly interested in improving 
all operations of government agencies which result in savings to taxpayers with- 
out endangering our national security or economy. 

We are greatly concerned with the growing practice of certain Government 
agencies who engage in manufacturing operations that compete with free enter 
prises which provide tax moneys with which these agencies operate. Particu 
larly objectionable is the apparent belief that such manufacturing operations 
should be expanded rather than discontinued. 

The continuance of any manufacturing operations may be the tacit acceptance 
of the theory of state socialism, which is contrary to every belief of how our 
form of government is designed. Furthermore, our concept of free enterprise 
does not include competition with governmental activities which embrace manu- 
facturing and servicing operations directly competitive with adequate and 
similar facilities of private interests. 

We sincerely trust that the report of the subcemmittee recommend hearings 
on this important subject, and the enactment of legislation calling a halt to these 
Government operations. We would appreciate the opportunity of appearing 
before your committee at any hearings. Meanwhile, the courtesy extended to 
us to file a brief for inclusion in the printed record of the hearings is accepted 
with thanks. If we can be of further service to you, please do not hesitate 
to call upon us. 

With kind regards and all good wishes for the holiday season and 1953 to you 
and yours. 

Sincerely yours, 
JosePpHu FF, Batriey, President 


STATEMENT OF THE NATIONAL PAINT, VARNISH, AND LACQUER ASSOCIATION, INC. 


The National Paint, Varnish, and Lacquer Association, Inc., with headquarters 
at 1500 Rhode Island Avenue NW, Washington, D .C., is a voluntary, nonprofit 
industry association Originally organized in 1888 and comprising today approxi 
mately 1,400 members, who are engaged in the manufacture and distribution of 
paint, varnish, lacquer, and allied products, or of the raw materials used in 
such manufacture. The members of this association, collectively, produce 
approximately 90 percent of the total national volume of paint, varnish, lacquer, 
and allied products. 

First, we commend the subcommittee for its vigilance and efforts to investigate 
military procurement policies, and its objective to remove the military agencies 
of the Government from the business of manufacture of products in competition 
with American private industr 

Secondly, we offer to your subcommittee and to the full Committee on Expendi 
tures in the Executive Departments our aid and cooperation in obtaining full 
information with respect to Government competition with the paint industry. 

Your subcommittee has received testimony from representatives of the Navy 
Department regarding the Navy’s manufacture of paints, varnishes, lacquers, 
putty, and related products. This testimony indicated that a group of paint 
manufacturers, selected by another association designated by the Navy, is sur 
veyilig the Navy's method of determining cost of production on a basis comparable 
to private industry. The membership of the industry committee is of high 
caliber. Furthermore, this testimony states that a recommendation will be 
made by this committee of manufacturers, to the Secretary of the Navy, as to 
whether or not the manufacture of paint at Navy installations shall be continued 
or eliminated. The report of this survey, although not directly relevant to the 
problem, may serve a useful purpose. . Nevertheless, we believe the views of all 
members of the industry who are vitally concerned in this matter, should be 
sought, as well as of this association which can present the position of the entire 
paint, varnish, and lacquer industry. 
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We request that your subcommittee recommend to the full House Committee on 
Expenditures in the Executive Departments that hearings be held on the larger 
and most important question and the underlying principle of whether or not the 
Navy should be in any manufacturing business that competes with private 
industry and enterprise. We think there is no justifiable reason for such opera- 
tions. Therefore, it is requested that adequate and specific legislation be enacted 
to prohibit any operations in direct competition with private industry. 

We submit that Government should not be in business. It is next to state 
socialism—a _ situation abhorrent to American principles, particularly when 
exercised by the military. We believe this condition merits full consideration by 
the Congress and justifies prompt enactment of legislation. A brief statement of 
our contentions follows: 

(a) It constitutes a withdrawal from private industry of a legal potentiality 
of sales. 

(b) Loss of taxes. 

(c) The imposition upon government of maintenance of unnecessary inven- 
tories of raw materials. The Navy has constructed two paint manufacturing 
plants—one at Norfolk, Va., the other at Mare Island, Calif. Particularly 
objectionable is the apparent belief that such manufacturing operations should 
be expanded rather than discontinued. 

(dq) Industry has adequate production facilities to meet any Government 
needs, normal or emergency. 

(e) The paint, varnish, and lacquer industry has outstanding and better tech- 
nical knowledge and facilities to meet all Government requirements. 

(f) There is overwhelming proof to the paint industry’s ability to manufac- 
ture any type of paint or related products of a quality, performance, or quan- 
tity sufficient for any Government specification. 

(7g) Government operations ignore facilities and personnel available, willing, 
and ready for use and performance. Useless expenditure of Government funds 
to construct and maintain duplicating facilities, and to employ duplicating 
personnel 

(h) The Government method of absorption of overhead and labor costs when 
men in the military services are used 

(1) Waste of manpower by diverting military personnel to efforts not directly 
military. 

(/) Failure to aid the civilian economy in a field which traditionally is 
civilian. 

There is no basic reason why paints, putty, and other caulking compounds 
should be produced by Government competition as against the thousands of other 
products which the Navy requires and procures from civilian sources. 

The above is, as stated, a brief résumé. We believe that your subcommittee 
should continue and expand its investigation—not so much as to cost nor to 
permit any Government agency to survey its own case. Rather, they should 
be required to explain why it is in any business, and then the members of the 
industry—anyone, not merely a few members selected for a closed-end survey— 
may present their views to your committee on this most important subject. 

We urge that your report to the Congress recommend the action suggested. 
Furthermore, that you urge the early enactment of legislation which will remove 
all Government competition with private manufacture and encroachment of 
Government agencies upon private business activities. 





MINNESOTA PAINTS, INC., 
Minneapolis, Minn., December 15, 1952. 
Hon. Hersert C. BONNER, 
Chairman, House Subcommittee on Interdepartmental Relations, 
Room 1015, New House Office Building, Washington 25, D. C. 

DeaR Mr. BonNER: I sincerely hope that your committee, which is investigating 
military procurement policy, will give the matter of the Navy Department manu- 
facturing their own paint the consideration that it is entitled to. 

The manufacturing of paint is a highly competitive, technical business. Some 
of the finest chemists in the field are employed in this industry. Beyond a 
question of doubt, our industry leads the world in the formutating of paints, 
and why the Navy should set up their own department to manufacture paint is 
unrealistic, to say the least. Not only from a practical standpoint, but chiefly 
that of violating the principle of Government competing with industry, where 
industry is qualified and capable of taking care of the necessary requirements. 











FEDERAL SUPPLY MANAGEMENT 373 


Surely I am prejudiced and my ox is being gored, but only because I am 
interested in private enterprise. We being a rather small company with plants 
in the interior can hardly hope to compete for this business if the Navy discon- 
tinues making its own paint. In fact, we do practically no paint business with 
the Government. 

Our industry can prove, beyond a question of doubt, that it can take care of 
the Navy paint on a fair basis—in fact, I would wager, on a more economical 
basis than the Navy is making paint themselves. 

I sincerely hope that you will give this question your serious consideration. 

Sincerely yours, 
V. WuRTELE, President. 


ENTERPRISE PAINT MANUFACTURING CO., 
Chicago, Ill., December 16, 1952. 
Hon. HERBERT C. BONNER, 
Chairman, House Subcommittee on Interdepartmental Relations, 
Room 1015, New House Office Building, Washington 25, D.C. 


DeaAR Str: I understand that at the present time you are studying the manu- 
facture of paint by the Navy 

Our company has never been important in selling directly to the Government 
partly because of our location, but we are utterly opposed to the Government 
operating manufacturing plants to produce ordinary requirements which can be 
satisfied by at least 500 manufacturers in the United States 

We think it is contrary to the American spirit to have the Government engage 
in manufacturing when private industry can easily and effectively do the job. 

We ask your aid and support of the subcommittee’s investigation and enact- 
ment of appropriate legislation to remove the Navy Department from the busi- 
ness of manufacturing paint and putty. 

Yours very truly, 
FRANK L. SULZBERGER, 
Chairman of the Board, 
Enterprise Paint Manufacturing Co. 


A. C. Horn Co., 
DIVISION OF SUN CHEMICALS CORP., 
Long Island City, N. Y., December 16, 1952. 
Hon. Hersert C. BONNER, 
Chairman, House Subcommittee on Interde partmental Relations, 
Room 1015, New House Office Building, Washington 25, D. C. 

DEAR Sir: If private interests were to take over your legislative functions this 
would be undemocratic. For Government departments to take over functions of 
industry is equally undesirable. 

Paint is no different in its production than steel, oil, motors, alcohol, or shoes, 
Still the United States Navy competes with our industry for its own paint busi- 
ness. The concomitants of this procedure are: 

1. Burdensome inventories of raw materials purchased by the Navy. Check 
the turn-over of inventory with manufactured products compared with industry. 

2. Overhead charged and labor charged using men in the armed services. 

3. Cost of laboratory equipment and personnel directed in channels already 
well supplied, ready and willing to perform these services. 

$4. Withdrawal from our industry of a legitimate field for sales. 
>. Loss of taxes. 

In the past, having once headed a committee, the argument for this produc- 
tion was based on inability to secure from the industry products of quality. 
This was an indictment of their testing and supervisory facilities and not of 
our industry. 

This industry can and has complete facilities for production of every require- 
ment of the armed services and has produced such materials in quantity and 
delivery time as were required. Our record in all past wars is sufficient evidence. 

I believe that Americans have expressed in the last election a preference for 
private initiative in the operation of most business activities and called a halt 
to absorption of private activities by governmental agencies 

Please do not let the Navy judge its own case as in the past 

Respectfully, 
A. C. Horn Co. 
A. C. Horn, President. 
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JouHN A. STEEN VARNISH Co., 
Chicago, Ill., December 23, 1952 
Hon. H. C. Bonner, 
Chairman, House Subcommittee on Intergovernmental Relations, 
Room 1015, New ilouse Office Building, Washington 25, D. ¢ 
DEAR StR: During the recent hearings on military procurement conducted by 
your committee the point was brought out that the Navy is in the business of 
manufacturing paint and putty 
We are of the opinion that such a practice is not economically sound and is 
a waste of the taxpayers’ money We believe that the price the United States 
Government is paying for the paint made by private tax-producing industries for 
defense work during the present emergency will support this conclusion 
We support the p ion of the National Paint, Varnish, and Lacquer Associa 
tion which suggests that this Government competition should be eliminated 
Very truly yours, 





JoHN A. STEEN VARNISH CoO., 
J. J. Morrissey, 
Plant Manager 


Devon & RAYNOLDS Co,., IN¢ 
Louisville, Ku., December 23, 1952 
Hon. Herserr C, BONNER, 
Cha man, Hlouse NSubcommittee on Interqove rnmental Re lations, 
Room 1015, New House Office Building, Washington 25, D. ¢ 


} 


Dear Str: I am advised that the House Subcommittee on Intergovernmental 
Relations is investigating military procurement policies and that in the course 
of this investigation the subcommittee has questioned representatives of the 
Navy Department with respect to the manufacture of paint and varnish and 
putt vy the Navy Department in competition with more than 1,000 paint 
\ h, and putty manufacturers 








I am sure that this investigation will clearly reveal that there is no more 
Stification for the Navy manufacturing paint, varnish, and putty than there 


would be for them to engage in steel manufacturing or a score of other businesses 





hecause our fleet uses substantial quantities of these products 


The paint and varnish industry in the United States spends many millions of 
a sa year on research and development and is in a better position to suy ply 
the Navy Department with the latest fruits of this research and development 
than the Navy Department can possibly get from their own operations. In ad 


on to this, of course, [ am sure you will agree with me in principle that our 


Government should not be in competition with private enterprise 
I sincerely hope that your committee will make a strong recommendation t 


Winttam CC. DABNEY. President 


JAMES BUTE Co., 
Houston, Tex... Decemb 4h, 195 


( n, House Subcommittee on Intergovernmental Relation 


) 1015, New House Office Building, Washington 25. D. 4 


I) SI I, as an individual manufacturer in the paint industry, want t 
committee ado ever! thing possible to get the Nay \ D> partment out 

of the nt manufacturing business [f am sure that if you would compare 

e of the costs that the Navy’s paint plants transfer paint to the Navy proper 

at with s e of the bid business from private paint manufacturing firms on 

‘ er Government orders, you would find that the Navy could save some money 

Sincerely yours, 


J. BArry York, President 


CAROLINA PAINT & VARNISH WorkKsS, 
Greensboro, N, C., Decembe r 24, 1952. 


( rman, House Subcommittee on Interdepartmental Relations, 
Room 1015, New House Offer Building, Washington 25, D.C 
Drear Str: One of the first steps toward socialism is when Government enters 
inufacturing or business At the present time, one of our biggest competitors 
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in the manufacture of paint and putty is the Navy Department which manu- 
factures many thousands of gallons of paint and putty per year. 

[t is our understanding that your committee is investigating this situation and 
we trust that you will recommend and support the enactment of legislation which 
will take the Government out of the manufacturing o paints and putties 
We join our industry's position in making this request. 

Yours very truly, 


R. G. Brooks, General Manager. 


PITTSBURGH PLATE GLaAss Co., 
Pittsburgh, Pa., December Si, 1908 
Hon. HerBert C. BONNER 


Chairman, House Subcommittee on Interde partmental Relations, 
Room 1015, New House Office Building, Washington 25, D. C. 

Dear Mr. CHAIRMAN: The House subcommittee of which you are chairman is 
to be commended for the constructive nature of its program 

We have been informed of your subcommittee hearings on the subject of the 
manufacture of paint by the Navy Department in competition with the members 
of the paint, varnish, and lacquer industries. After exhaustive studies of the 
facts, I am convinced that the manufacture of paint should be discontinued by 
the Navy, not only in the interests of national economy, but also from the 
viewpoint of the military security 

Che following facts are respectfully submitted for your consideration : 

1. The American paint, varnish, and lacquer industry is widely distributed 
throughout the United States in hundreds of privately owned factories. There 
are certainly several dozen paint factories very well equipped to supply all needs 
of the Navy for all types of paint and coating materials. 

2. We believe the two paint factories operated by the Navy—one at Norfolk, 
Va., and one at Mare Island, Calif.—are mechanically well equipped and their 
actual paint production appears to be well organized. However, there is no 
evidence of important savings from Navy operation, particularly after proper 
consideration has been given to the inherent differences between accounting for 
taxpaying private industry and for tax-free Government operation. 

3. We believe the location of the Navy paint factory in the middle of Navy 
shipyards is against the principles of dispersing productive facilities away from 
natural target areas 

$. We specifically urge the abandonment of paint manufacture by the Navy 
and would encourage the technological improvement by private industry of the 
hest paint products so essential to the maintenance of the fleet. 


EK. D. Peck. 


EXHIBIT I 


CROWLEY LAUNCH AND TUGPOAT Co., 
San Francisco, Calif., December 18, 1952. 
Hon, JoHN F. SHELLEY, 
Vember of Congress, Federal Office Building, San Francisco, Calif. 
Dear Jack: Enclosed please find a list of tugs, barges, and derrick barges 
operated by the Navy in the port of San Francisco whic I thought might be 
nteresting to vou. The list includes 36 tugs, 9 derrick barges, 8 oil barges in 
operation and 9 laid up, 107 cargo barges, and miscellaneous equipment Chis 
is quite a sizable tleet for the port of San Fran isco but does not include Army 
equipment which is also quite numerous. This list does not include new tugs, 
barges, derrick barges, ete., which are being constructed under the new $100,- 
000,000 program and are being laid up daily at Mayberry Slough in the bay. 


Sincerely yours, 


CROWLEY LAUNCH & TUGBOAT CO., 
THOMAS B,. CROWLEY. 





